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The recent actions of the President, in asserting the 
claim of the United States to several small islands in the 
Pacific* and in concluding certain arrangements with 
Great Britain respecting naval bases in the Atlantic,’ 
throw light on certain hitherto unilluminated corners of 
our constitutional law and practice, and also raise prob- 
lems which, although only of latent importance at present, 
may in the future necessitate a more careful examination 
of the power of the United States to acquire and govern 
territory. While it is obvious that the CONSTITUTION 
charges the President with the duty of conducting our for- 
eign relations, it may be questionable whether that duty 
includes the power, apparently without congressional 
sanction, to extend in fact the territorial limits of the 
country even against the asserted claims of other friendly 
powers,’ to establish governments in such territories, ap- 

1See Executive Order No. 7368 of May 13, 1936 (with reference to Baker, 
Howland, and Jarvis Islands) and Executive Order No. 7828 of March 3, 1938 
(with reference to Canton and Enderberry Islands). See also Reeves, Agree- 
ment over Canton and Enderbury Islands (1939) 33 Am. J. Int. L. 521. 


2 Infra note 101. 


3It is not the purpose of this article to deal with the important questions 
of international law involved in these recent acquisitions. It may, however, 
be pointed out that Canton and Enderberry Islands were placed under the juris- 
diction of the British Commissioner for the Western Pacific by Order in 
Council of March 15, 1893, and were subsequently included within the limits 
of the Gilbert and Ellice Islands Colony by Order in Council of March 18, 
1937. See infra note 68. 
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point their officers, ordain codes of laws, and try and pun- 
ish offenses against those laws. In particular, it may be 
questioned whether private rights may thus be affected 
solely by Executive action in such a manner as to be en- 
tirely uncontrolled by the established courts of the land. 
With these questions in mind, the attitude of the courts and 
the precedent practice of the country toward the power 
to acquire and govern territory may now be examined. 


I 


The general power of the United States to acquire ter- 
ritory early gave rise to serious constitutional disputes.‘ 
With regard to the purchase of Louisiana, it may be re- 
called that Jefferson was extremely doubtful of the power 
of the Federal government to annex this territory without 
the further sanction of a constitutional amendment author- 
izing the extension of our boundaries.” The political 
exigencies of the situation, however, forced the adminis- 
tration to proceed with the purchase by treaty, and the 


precedent thus established was acquiesced in and sup- 
ported by the later decisions of the Supreme Court.’ In 
the early cases of Ex parte Bollman‘ and Sere & Laralde 
v. Pitot,, the Court impliedly acknowledged the power 


4It should be borne in mind that the question here under consideration con- 
crens the competence under the ConstiTuTION of the various agencies of the 
Federal government to act in these regards. Under the decisions of the Supreme 
Court, there would appear to be no argument that the United States, being a 
sovereign nation at international law, has full legal capacity to acquire and 
govern territory as an incident of its sovereignty. See United States v. Curtiss- 
Wright, 299 U. S. 304, 57 Sup. Ct. 216, 81 L. ed. 255 (1936). 

5 Department of State, PURCHASE OF THE TERRITORY OF LOUISIANA. (Gov't 
Print. Off., 1903), passim. 


6 See the extended discussion of this controversy in Mr. Justice Brown’s 
opinion in Downes v. Bidwell, 182 U. S. 244, 21 Sup. Ct. 770, 45 L. ed. 1088 
(1900) and the concurring opinion of Mr. Justice White. Briefly, it was 
Jefferson’s contention that, while by international law the United States, as a 
subject of that law, had full right to purchase foreign-owned territory, it was 
questionable whether as a matter of constitutional law there was any govern- 
ment or agency within this country empowered to bring such territory within 
the boundaries of the Union. 

74 Cranch 75, 2 L. ed. 554 (U. S. 1807). 


86 Cranch 332, 3 L. ed. 240 (U. S. 1810). See also 30 Hogsheads of Sugar 
v. Boyle, 9 Cranch 195, 3 L. ed. 704 (U. S. 1815); United States v. Rice, 4 
ee — ‘63 ed. $74 may S. 1819) ; Johnson v. M’Intosh, 8 Wheat. 543, 588, 
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of the Federal government to acquire territory, and when 
the question was directly raised in American Insurance 
Co. v. Canter, Marshall said flatly: “The CONSTITUTION 
confers absolutely on the government of the Union the 
powers of making war and of making treaties; conse- 
quently, that government possesses the power of acquiring 
territory, either by conquest or by treaty.” ° ‘This rule has 
remained unaltered in the years that have followed.” 

The decisions of the courts, however, have not been so 
clear in regard to the agencies of the Federal government 
which are constitutionally competent to exercise this 
power of acquisition. In the leading case of Foster & 
Elam v. Neilson, Marshall did say: 


In a controversy between two nations concerning national 
boundaries, it is scarcely possible that the courts of either should 
refuse to abide by the measures adopted by its own government. 
. . . The judiciary is not that department of government to which 
the assertion of its interests against foreign powers is confided ; 
and its duty, commonly, is to decide upon individual rights ac- 
cording to those principles which the political departments of 
the nation have established. . . . We think . . . it is the 
province of the court to conform its decisions to the will of the 
legislature, . . . A question like this respecting the boundaries 
of nations, is, as has been truly said, more a political than a legal 
question ; and in its discussion, the courts of every country must 
respect the pronounced will of the legislature. . . .[A contrary 
decision] would, we think, have subverted those principles which 
govern the relations between the legislative and judicial depart- 
ments, and mark the limits of each."* (Italics supplied.) 


This principle, excluding the judiciary from these ques- 
tions, has been reaffirmed many times, and it may be noted 
that it has always been reaffirmed in the same terms, 
namely, that it is to the political departments (which are 


91 Pet. 511, 542, 7 L. ed. 242 (U. S. 1828). 

10 Shanks v. Dupont, 3 Pet. 242, 246, 7 L. ed. 666 (U. S. 1830); Fleming & 
Marshall v. Page, 9 How. 603, 13 L. ed. 276 (U. S. 1849); Stewart v. Kahn, 
11 Wall. 493, 507, 20 L. ed. 176 (U. S. 1870); United States v. Huckabee, 
16 Wall. 414, 434, 21 L. ed. 457 (U. S. 1872); Mormon Church v. United 
States, 136 U. S. 1, 42, 10 Sup. Ct. 792, 34 L. ed. 478 (1889); Jones v. United 
States, 137 U. S. 202, 212, 11 Sup. Ct. 80, 34 L. ed. 691 (1890); Shively v. 
Bowlby, 152 U. S. 1, 48, 14 Sup. Ct. 548; 38 L. ed. 331 (1893); Downes v. 
Bidwell, supra note 6 at 302; Dorr v. United States, 195 U. S. 138, 149, 24 
Sup. Ct. 808, 49 L. ed. 128 (1903); Nelson v. United States, 30 Fed. 112 (C. 
C. Ore., 1887); Ex. parte Ortiz, 100 Fed. 955 (C. C. Minn. 1900). 

112 Pet. 253, 307, 7 L. ed. 415 (U. S. 1829). (Italics added.) 
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always referred to in the plural) that we must look for a 
determination of our boundaries.” If the Court has never 
been confronted with the direct question of the respective 
limits of the powers of the President and the Congress in 
this regard,”* at least its dicta indicate that it has always 
thought of this power as being lodged jointly in the two 
political branches. On the other hand, in none of these 
cases is there any intimation that this power of permanent 
acquisition might be found in the Executive alone. 

In addition to these general problems, the Court has 
occasionally been faced with the question of the status of 
territory, hitherto foreign, which is held, without formal 
cession, by the military forces of the United States and 
concerning which the Congress has taken no action. Four 
early cases, arising out of the War of 1812, gave the 
Court the opportunity to lay the basis of its views on this 
subject. In those cases the principle was established that, 
while military occupation may give the conqueror all the 
rights of sovereignty, it cannot give him sovereignty it- 
self, which remains unchanged until formal cession re- 
sults from treaty or permanent conquest uncontroverted 
by arms.“ Later, in United States v. Reynes, it was held 
that “imperfect titles derived from a foreign government 
can only be perfected by the legislation of the United 
States,” *° and in the leading case on this point, Fleming 

12 See especially United States v. Arredondo, 6 Pet. 691, 711, 8 L. ed. 547 (U. 
S. 1832) ; Garcia v. Lee, 12 Pet. 511, 516, 9 L. ed. 1176 (U. S. 1838); Williams 
v. Suffolk Insurance Co., 13 Pet. 415, 10 L. ed. 226 (U. S. 1839); Fleming & 
Marshall v. Page, supra note 10; United States v. Lynde, 11 Wall. 632, 20 L. 
ed. 230 (U. S. 1870); Jones v. United States, supra note 10. 

13 Despite its general refusal to determine these “political” questions, the 
Court has indicated that, in proper casse, it might do so. Thus, in Jn re 
Cooper, 143 U. S. 472, 503, 12 Sup. Ct. 453, 36 L. ed. 232 (1892), the Court 
said: “We are not to be understood, however, as underrating the weight of the 
argument that in a case involving private rights, the Court may be obliged, if 
these rights are dependent upon the construction of acts of Congress or of a 
treaty, and the case turns upon a question, public in its nature, which has not 
been determined by the political departments in the form of a law specifically 
settling it, or authorizing the executive to do so to render judgment, ‘since we 
have no more right to decline the jurisdiction which is given than to usurp 
that which is not given.’ ” 

1430 Hogsheads of Sugar v. Boyle; United States v. Rice; Johnson v. 
M’Intosh, all supra note 8: Shanks v. Dupont, supra note 10. 


159 How. 127, 153, 13 L. ed. 74 (U. S. 1849). See also United States v. 
Huckabee, supra note 10. 
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& Marshall v. Page, it was specifically said that such mil- 
itary occupations cannot “enlarge the boundaries of this 
union, nor extend the operation of our institutions and 
laws beyond the limits before assigned to them by the 
legislative power.” ** No alteration in this rule has since 
occurred.” It should be noted in connection with these 
cases that they all deal with territory which was formerly 
under another sovereignty and not with territory which 
was res nullius, and also that they all deal with occupa- 
tions which occurred in time of war in pursuance of the 
international law of war. 

Aside from the general question of the constitutional 
power to acquire foreign territory, the courts have found 
it necessary to consider that of the power to govern such 
areas after “acquisition.” Although the Court implied 
the existence of this power in Ex parte Bollman,” it was 
not until much later, in Sere & Laralde v. Pitot, that the 
question was directly raised. While affirming the exist- 
ence of the power of the Federal government to rule 
these territories, Marshall indicated some confusion as to 
the source of this power. He then said: 

The power of governing and of legislating for a territory is 
the inevitable consequence of the right to acquire and to hold 
territory. Could this position be contested, the CoNsTITUTION of 
the United States declares that “Congress shall have power to 
dispose of and make all needful rules and regulations respecting 
the territory or other property belonging to the United States.” ** 

Later, in the American Insurance Co. case, he gave 
what has come to be the accepted statement of this doc- 
trine when he said: 


Perhaps the power of governing a territory belonging to the 
United States, which has not, by becoming a state, acquired the 


16 Supra note 10, at 615. The Court emphasized this point, saying: “The 
United States . . . may extend its boundaries by conquest or treaty, and may 
demand the cession of territory as the condition of peace, . . . But this can 
be done only by the treaty-making power or the legislative authority, and is 
not a part of the power conferred upon the President by the declaration of war.” 
Id. See also Jecker v. Montgomery, 13 How. 498, 14 L. ed. 240 (U. S. 1851). 

17 See Neely v. Henkel, 180 U. S. 109, 21 Sup. Ct. 302, 45 L. ed. 448 (1901). 

18 Supra note 7 at 136. 


19 Supra note 8 at 336. 
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means of self-government, may result necessarily from the facts 
that it is not within the jurisdiction of any particular state, and 
is within the power and jurisdiction of the United States. The 
right to govern may be the inevitable consequence of the right to 
acquire territory. Whichever may be the source whence the 
power is derived, the possession of it is unquestioned.”° 


Nevertheless, despite the reconsideration of this problem 
many times, there has as yet been no general agreement 
as to the constitutional source of the power, although, as 
Marshall said, “the possession of it is unquestioned.” ™ 


The agencies competent to exercise this power of gov- 
ernment have been fairly well defined by the Court. Re- 
ferring again to Ex parte Bollman, it is seen that the 
Court there held that a definite territorial rule by the leg- 
islature, on a subject within its general legislative compe- 
tence, sufficed to override a contrary policy of the execu- 
tive.” In Sere & Laralde v. Pitot, it was stated, without 
argument, that “we find congress possessing and exercis- 
ing the absolute and undisputed power of governing and 
legislating for the territory of Orleans.” * In National 
Bank v. County of Yankton, the Court said: “All terri- 


20 Supra note 9 at 543. It should be noted that the power to govern is thus 
made by implication from the power to acquire, which was in turn an implica- 
tion from the power to make war and treaties. 

21 In Scott v. Sandford, 19 How. 393, 432, 15 L. ed. 691 (U. S. 1856) Taney 
limited the application of the constitutional clause concerning “needful rules and 
regulations” to the original Northwest Territory, and found the congressional 
power elsewhere to derive from Marshall’s “inevitable consequence of the 
right to acquire.” This view was followed and aff'd in National Bank v. County 
of Yankton, 101 U. S. 129, 132, 25 L. ed. 1046 (1879); in “The City of Pan- 
ama,” 101 U. S. 453, 457, 25 L. ed. 1061 (1879); and in Kansas v. Colorado, 
206 U. S. 46, 27 Sup. Ct. 655, 51 L. ed. 956 (1906). See also Nelson v. United 
States, supra note 10. But see Murphy v. Ramsay, 114 U. S. 15, 44, 5 Sup. Ct. 
747, 29 L. ed. 47 (1884); and United States v. Kagama, 118 U. S. 375, 380, 6 
Sup. Ct. 1109, 30 L. ed. 228 (1885), where the Court seemed to base this power 
to govern on the sovereignty and ownership of the United States over the 
territories. In Mormon Church vy. United States, supra note 10 at 42, the 
Court again mentioned the right to acquire and the constitutional provision as 
possible sources, although the majority opinion appeared to rely principally on 
“national sovereignty.” In Dorr v. United States, supra note 10 at 149, the 
Court appeared to return to an implied right deriving from the right to acquire, 
but in Downes v. Bidwell, supra note 10 at 285, the majority again seemed to 
base their opinion on the sovereignty doctrine. But see Ex parte Ortiz, supra 
note 10, where reliance was placed on the power of Congress to admit new 
states. 


22 Supra note 7. It was here held that inasmuch as the Congress had estab- 
lished a court for the Territory, the Executive was not at liberty to prescribe 
a different place for the trial of an offender. 

23 Supra note 8. 
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tory within the jurisdiction of the United States not in- 
cluded in any State must necessarily be governed by or 
under the authority of Congress,’ ** and in Murphy v. 
Ramsay, it gave what is perhaps the clearest statement of 
this rule when it said: “. . . in ordaining government 
for the territories, and the people who inhabit them, all 
the discretion which belongs to legislative power is vested 
in Congress.” ** It would thus seem to be established 
that the power of governing the territories is lodged pri- 
marily in the Congress.” 

Although the Court has thus clearly established the su- 
premacy of congressional power over the territories, there 
have arisen a few instances where that power has not been 
exercised for a shorter or longer period of time after the 
completion of formal annexation. The first such case 
arose in connection with the period between the ratifica- 
tion of the Treaty of Guadalupe-Hidalgo and the estab- 
lishment of civil government in California by the Con- 
gress. In Cross v. Harrison, the Court upheld the validity 
of the government originally established there under the 
military authority of the President, but continued more 
or less informally after the completion of the annexation. 
It was said: 


The government fin California] . . . had its origin in the 
lawful exercise of a belligerent right over a conquered territory. 
It had been instituted during the war by command of the Presi- 


24 Supra note 21. 

25 Supra note 21. See also the following cases, all of which affirm the power 
of Congress to prescribe government for the territories, although again, as in 
the case of the power of the United States to govern, there is little or no agree- 
ment as to the constitutional source of that power: McCulloch v. Maryland, 
4 Wheat. 316, 422, 4 L. ed. 579 (U. S. 1819); American Insurance Co. v. 
Canter, supra note 9; United States v. Gratiot, 14 Pet. 526, 538, 10 L. ed. 573 
(U. S. 1840); Scott v. Sandford, supra note 21 at 433; “The City of Panama,” 
supra note 21; United States v. Kagama, supra note 21 at 378; Mormon Church 
v. United States, supra note 10; Shively v. Bowlby, supra note 10; Downes v. 
Bidwell, supra note 10 at 290; Dorr v. United States, supra note 10; Nelson 
v. United States, supra note 10; Oklahoma K. & I. Ry. Co. v. Bowling, 249 
Fed. 592, 593, (C. C. A. 8th, 1918). 

26 It is here unnecessary to consider the vital questions of what limitations, 
if any, there may be to the power of the Congress over these territories, or of 
their status with respect to the Constirution and laws of the United States. 
It is with these subjects that the Court has found most difficulty; but the 
limits of Executive power in the territories are not, as will be seen, necessarily 
measured by the limits of congressional power in the same territories. 
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dent of the United States. It was the government when the ter- 
ritory was ceded as a conquest, and it did not cease, as a matter 
of course, or as a necessary consequence of the restoration of 
peace. The President might have dissolved it by withdrawing 
the army and navy officers who administered it, but he did not do 
so. Congress could have put an end to it, but that was not done. 
The right inference from the inaction of both is, that it was 
meant to be continued until it had been legislatively changed.” 


When again called on to examine this question, however, 
in Santiago v. Nogueras, the Court changed its ground 
somewhat although it again upheld the validity of Presi- 
dential governments during such interregnums. It then 
said: 


By the ratifications of the treaty of peace, Porto Rico ceased 
to be subject to the crown of Spain and became subject to the 
legislative power of Congress. But the civil government of the 
United States cannot extend immediately and of its own force 
over conquered and ceded territory. Theoretically, Congress 
might prepare and enact a scheme of civil government to take 
effect immediately upon the cession, but, practically, there always 
have been delays and always will be. . . . In the meantime, pend- 
ing the action of Congress, there is no civil power under our 
system of government, not even that of the President as civil 
executive, which can take the place of the government which has 
ceased to exist by the cession. Is it possible that, under such 
circumstances, there must be an interregnum? We think clearly 
not. The authority to govern such ceded territory is found in 
the laws applicable to conquest and cession. That authority is 


2716 How. 164, 193, 14 L. ed. 889 (U. S. 1853). The ratio decidendi of this 
opinion is not clear: the quotation here given may be interpreted as meaning 
that, at the moment of cession, the existing presidential government became a 
congressional government by the acquiescence of that body in its continuance as 
implied from its failure to take action. On the other hand, the Court quoted 
with apparent approval (at p. 184), the language of the Secretary of State 
(Buchanan) to the effect that: “The termination of the war left an existing 
government, a government de facto, in full operation, and this will continue, 
with the presumed consent of the people, until Congress shall provide for them 
a territorial government,” thus seeming to base the validity of the government 
on the consent of a conquered population: However, this extract was quoted 
with approval in De Lima v. Bidwell, 182 U. S. 1, 185, 21 Sup. Ct. 743, 45 L. ed. 
1041 (1900), and in Hawaii v. Mankichi, 190 U. S. 197, 216, 23 Sup. Ct. 787, 
47 L. ed. 1016 (1902). This confusion accounts for the fact that it is impossible 
to determine from the opinion in Cross v. Harrison whether the duties levied 
in California were those of the regular United States tariff or duties of the 
President made identical with those of the formal tariff. See also, 26 Ops. 
Att’y Gen. 113 (1907) ; McConaughey v. Morrow, 263 U. S. 39, 44 Sup. Ct. 78, 
68 L. ed. 153 (1923). On the main point, see also Leitensdorfer v. Webb, 
20 How. 176, 15 L. ed. 891 (U. S. 1857), (upholding validity of presidential 
government in New Mexico); Dooley v. United States, 182 U. S. 222, 234, 21 
Sup. Ct. 762, 45 L. ed. 1074 (1900) (validity of presidential government in 
Porto Rico) ; and the opinion of Mr. Justice Gray in Downes v. Bidwell, supra 
note 10 at 345; Woog v. United States, 48 Ct. Cls. 80 (1913). 
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the military power, under the control of the President as Com- 
mander-in-Chief.** 


It would thus seem established that, pending action by the 
Congress, the President may govern conquered territory 
after the completion of the formal cession, either under an 
implied warrant from Congress, or under the interna- 
tional laws of war, or under an implied authority from 
the will of the conquered people.” 


But in spite of its sanction of this Presidential authority, 
the Court has been careful to hedge it with certain limita- 
tions. Although these have never been carefully elabo- 
rated, the Court has indicated their broad aspects. Thus, 
in Dooley v. United States, it was said that, while “his 
[z.e., the military commander’s] power is necessarily 
despotic, this must be understood rather in an administra- 
tive than in a legislative sense. While in legislating for a 
conquered country he may disregard the laws of that 
country, he is not wholly above the laws of his own. . . . 
His power to administer would be absolute, but his power 
to legislate would not be without certain restrictions—in 
other words, they would not extend beyond the necessi- 
ties of the case.” °° Again, in Santiago v. Nogueras, it 
was said: 


The authority of a military government during the period be- 
tween the cession and the action of Congress, like the authority 


28 214 U. S. 260, 265, 29 Sup. Ct. 608, 53 L. ed. 989 (1908). With regard to 
Cross v. Harrison, Mr. Justice Moody said in this case: “It [the military 
authority] was the government. . . .” (at p. 265). That interpretation, as 
well as the basis of this decision in Santiago v. Nogueras, may well be ques- 
tioned. In Cross v. Harrison, the Court was exceedingly careful to speak 
of the California government as the “civil government” under the authority of 
the President; in fact, a sharp distinction between the “civil” and the “military” 
authority was made both in Caifornia at that time and in the resulting case. The 
statement quoted that “the authority . . . is found in the laws applicable to 
conquest and cession,” is not a necessary nor possibly a permissible deduction 
from the opinion of the Cross case. Buchanan’s note, mentioned above, specif- 
ically stated that the “government which was established over them under the 
laws of war, . . . has ceased to derive its authority from this source of power.” 
Cross v. Harrison, supra note 27 at 184. Likewise, it may be questioned whether 
authority derived from the international law of war can continue, either in the 
international or the constitutional sense, after the restoration of a state of peace. 


29 Supra note 27. 
30 Supra note 27 at 234. 
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of the same government before the cession, is of large, though it 
may not be of unlimited extent.** 


The present naval government in the island of Guam ap- 
pears to be of this nature.” 


31 Supra note 28 at 266. It should be noted that both the Dooley and the 
Santiago cases attempt to measure the power of the military commander during 
the interregnum by his power prior to the cession. It may be questioned 
whether this is a justifiable analogy. His power and acts in foreign territory 
must clearly be limited by and governed by the international law of war, and 
not by those of his own country, although the effects of such acts within the 
United States might be governed by the national law. On the other hand, the 
power of the military within the territory belonging to the United States seems 
clearly to be determined by the constitutional status of the territory, involving 
the difficult questions of “domestic” and “foreign,” of “incorporated” and “unin- 
corporated,” and of the extension of the ConstiTuTION and laws of the United 
States. See generally Jecker vy. Montgomery, supra note 16; Mitchell v. 
Harmony, 13 How. 115, 14 L. ed. 75 (U. S. 1851); Leitensdorfer v. Webb, 
supra note 27; The Grapeshot, 9 Wall. 129, 133, 19 L. ed. 651 (U. S. 1869) ; 
New Orleans v. Steamship Co., 20 Wall. 387, 393, 22 L. ed. 354 (U. S. 1874) ; 
Raymond v. Thomas, 91 U. S. 712, 23 L. ed. 434 (1875); National Bank v. 
County of Yankton, supra note 21; Mormon Church v. United States, supra 
note 10; Downes v. Bidwell, supra note 10; Hawaii v. Mankichi, supra note 
27; Dorr v. United States, supra note 10; Lincoln v. United States, 197 U. S. 
419, 25 Sup. Ct. 428, 49 L. ed. 723 (1904). 


32 By art. II of the Treaty of Paris of Dec. 10, 1898, 30 Stat. 1574, Spain 
ceded the island of Guam to the United States. Executive Order No. 108-A 
of Dec. 23, 1898, provided: “The Island of Guam in the Ladrones is hereby 
placed under the control of the Department of the Navy. The Secretary of the 
Navy will take such steps as may be necessary to establish the authority of 
the United States and to give it the necessary protection and government.” 
Since then the Navy has continued to govern Guam under the authority of this 
order. It has been held that the Naval Governor has plenary power to alter, 
modify, or repeal the old Spanish laws, 25 Ops. Att’y Gen. 59 (1903), that it 
is not a port of the United States within the meaning of the sabotage laws, 
25 Ops. Att’y Gen. 128 (1904), that naval officers may be commissioned as 
Governors of Guam despite the provisions of § 1860 of the Revised Statutes pro- 
hibiting naval officers from holding a civil office in any territory, 25 Ops. Atty 
Gen. 292 (1904), and that the government of Guam is not limited by the 
restrictions on the power of the Navy over military reservations inasmuch as 
it is a military government for the entire island, 26 Op. Att’y Gen. 91, 98 
(1906). Apparently, only two cases from Guam have reached the established 
courts of the nation. In McGowan v. Moody, 22 App. D. C. 148 (1903), it 
was held that an enlisted man in the Navy, imprisoned in Guam after trial 
there by a “civil” court consisting of assigned naval officers, could not be re- 
lieved by habeas corpus directed to the Secretary of the Navy since the writs 
of the District of Columbia courts do not run beyond their district and because 
the Secretary of the Navy was not the proper defendant. In the case of Woog 
v. United States, 48 Ct. Cls. 80 (1913), the existing government was specifically 
upheld as being constitutional, the court saying: *‘Guam having been ceded to 
the United States by the Treaty of Paris of December 10, 1898, was necessarily 
governed by the military power of this country, because the island has never 
been organized as a Territory.” Furthermore, Congress has, in a number 
of instances, inferentially approved the continuance of this naval government. 
Among early acts of this nature may be mentioned that of June 28, 1906, 34 
Stat. 552 (1906), 48 U. S. C. $1358 (1934), providing for the acknowledg- 
ment of deeds, etc., by the officials of Guam, that of August 5, 1909, 36 Stat. 
11 (1909), 48 U. S. C. §794 (1934), excepting Guam from the operations of 
certain provisions of the tariff laws, that of August 29, 1916, 39 Stat. 556, 607 
(1916), 34 U. S. C. §1017 (1934), appropriating funds for the construction 
of a radio station on Guam, and that of March 3, 1919, 40 Stat. 1291 (1919), 13 U. 
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It thus seems possible to say, on the basis of general con- 
stitutional provisions and the decisions of the Supreme 
Court, that the Federal government is constitutionally 
competent by reason of the treaty and war powers to 
acquire territory which has formerly been held by for- 
eign governments, and that to perfect this annexation in 
the constitutional sense some formal act by the legislative 
departments is necessary. Although the point has not 
been directly considered, there appear to be clear intima- 
tions that the Court considers this power of constitutional 
annexation to be one which can be exercised only by the 
legislative or treaty-making branches of the government, 
in either of which the action of at least a part of the delib- 
erative branch of the government is necessary. The ques- 
tion of whether or not the Executive, acting alone, can 
constitutionally annex territory has not been directly con- 
sidered, although the logic of the cases decided and the 
fact that at least the Senate is an integral part of the treaty 
and war powers would seem to lean to the negative. Like- 


wise, the Court has indicated that even prior to formal 
annexation the Federal government may acquire sovereign 
powers, but not sovereignty, in occupied alien territory.” 

Having acknowledged the power to acquire territory 
formerly owned by foreign governments, the Court has 
also acknowledged the power of the Federal government 
to govern that territory, although here it has not suc- 


S. C. §21 (1934), providing for a census on Guam. Concerning the effect of this 

apparent Congressional acquiescence, see United States v. Midwest Oil Co., 236 U. 
S. 459, 474, 35 Sup. Ct. 309, 59 L. ed. 673 (1914), where it was said: “a long 
continued practice, known to and acquiesced in by Congress, would raise a pre- 
sumption that the withdrawals had been made in pursuance of its consent or 
of a recognized administrative power of the Executive in the management of 
the public lands.” But see the dissenting opinion of Mr. Justice Day in this 
case at 492. See also Grisar v. McDowell, 6 Wall. 363, 381, 18 L. ed. 863 
(U. S. 1867); Ozawa v. United States, 260 U. S. 178, 197, 43 Sup. Ct. 65, 
67 L. ed. 199 (1922); Stockley v. United States, 260 U. S. 532, 544, 43 Sup. 
Ct. 186, 67 L. ed. 390 (1923); Mason v. United States, 260 U. S. 545, 553, 
43 Sup. Ct. 200, 67 L. ed. 396 (1923) ; Myers v. United States, 272 U. S. 52, 283, 
47 Sup. Ct. 21, 71 L. ed. 160 (1926); United States v. Jackson, 280 U. S. 183, 
197, 50 Sup. Ct. 143 74 L. ed. 361 (1930); United States ex rel. McLennan 
v. Wilbur, 283 U. S. 414, 419, 51 7 c 502, 75 L. ed. 1148 yy Inland 
toa” Co. v. Young, 309 U. S. 517, 525, 60 Sup. Ct. 646, 84 L. ed. 628 


83 Supra note 14. 
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ceeded in clearly establishing the constitutional source of 
this authority. This power of government is, under its 
decisions, clearly vested in the Congress, although the 
right of the President to provide an interregnum govern- 
ment has been conceded. The power of the President 
during such an interregnum, however, has been held to be 
subject to close but undefined restrictions. In this con- 
nection, it should be noted that these restrictions do not 
necessarily apply to the President in his government of 
alien territory before its formal annexation by the con- 
stitutional authorities.” 


IT 


It has undoubtedly been noticed in the preceding dis- 
cussion that only cases involving the annexation of for- 
eign-owned territory have been considered. These cases 
and the constitutional powers underlying them deal only 
with acquisitions and situations growing out of an exercise 
of the war and treaty powers, both of which obviously 


can be exercised only in relationship to some foreign 
power. It, therefore, now is necessary to give attention 
to the constitutional situation governing the annexation of 


34TIt may also be noted that the principles governing the limits of military 
authority in unceded alien territory have been considered by the Supreme 
Court. Marshall, in the early case of Johnson v. M’Intosh, supra note 8 at 
589, said that, “The title by conquest is acquired and maintained by force. The 
conqueror prescribes its limits.” In New Orleans v. Steamship Co., supra note 
31 at 394, it was said: “There is no limit to the powers that may be exerted 
in such cases, save those which are found in the laws and usages of war.” In 
Dooley v. United States, supra note 27 at 230, the Court quoted with approval 
from 2 HALLecK, INTERNATIONAL Law p. 444, that: “The right of one bellig- 
erent to occupy and govern the territory of the enemy while in its military 
possession, is one of the incidents of war, and flows directly from the right to 
conquer. We, therefore, do not look to the ConstituTIon or political institu- 
tions of the conqueror, for authority to establish a government for the terri- 
tory of the enemy in his possession, during its military occupation, nor for the 
rules by which the powers of such government are regulated and limited. Such 
authority and such rules are derived directly from the laws of war . . .” See 
also 30 Hogsheads of Sugar v. Boyle, supra note 8; American Insurance Co. 
v. Canter, supra note 9; United States v. Reynes, supra note 15; Fleming 
& Marshall v. Page, supra note 10; Mitchel v. Harmony, supra note 31; Jecker 
v. Montgomery, supra note 16; Cross v. Harrison, supra note 27; The Grape- 
shot, supra note 31; United States v. Huckabee, supra note 10; Raymond v. 
Thomas, supra note 31; DeLima v. Bidwell, supra note 27; Santiago v. 
Nogueras, supra note 28; McConaughey v. Morrow, supra note 27; Goetze 
v. United States, 103 Fed. 72 (C. C. S. D. N. Y. 1900), rev'd on other grounds, 
182 U. S. 221, 21 Sup. Ct. 742, 45 L. ed. 1065 (1900). 
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territory which is not, or has not been, under the domin- 
ion of any foreign state but which is res nullius. Annexa- 
tions of this type of territory, invariably concerning small 
islands, have occurred under three sets of legal condi- 
tions: first, the United States, under the terms of the 
Guano Act of 1856, has proclaimed that certain islands 
“appertain” to this country; second, special acts of Con- 
gress have extended sovereignty over certain islands; and 
third, the President, without apparent Congressional au- 
thorization, also has proclaimed the authority of the 
United States over a number of small islands. It is nec- 
essary to examine the history of the annexations under 
each of these situations. 


In 1856, as a result of popular pressure from several 
quarters,’ the Congress passed the so-called Guano Act 
which constituted a blanket grant of authority to the 
President to proclaim the “appurtenency” to the United 
States of certain guano islands, and which made provi- 
sion for the disposition of the guano thereon.” It should 


85 This pressure came principally from two groups. First, the agricultural 
group sought to break the monopoly price then being charged for Peruvian 
guano, and they urged Congress either to induce Peru to reduce the price of 
their product or else to find an acceptable substitute. See Rep. Sec. State, 
June 29, 1850, Sen. Ex. Doc. No. 59, 31st Cong., Ist Sess.; Rep. Sec. State, 
Sept. 25, 1850, Sen. Ex. Doc. No. 80, 31st Cong., Ist Sess.; Mess. Pres. March 
1, 1854, H. R. Ex. Doc. No. 70, 33d Cong., Ist Sess.; Rep. Sec. State, Feb. 
9, 1859, Sen. Ex. Doc. No. 25, 35th Cong., 2d Sess. Second, this pressure came 
from American adventurers who had discovered deposits of guano of an 
acceptable quality on many small islands both in the Atlantic and in the Pacific, 
but who found themselves in dispute with foreign governments and also unable 
to maintain order on the islands. See Sen. Ex. Doc. No. 31, 33d Cong., 2d 
Sess. (1855); Sen. Ex. Doc. No. 25, 34th Cong., 3d Sess. (1857); Sen. Ex. 
Doc. No. 10, 36th Cong., 2d Sess. (1861); Congressional Globe, April 16, 
1856, May 28, 1856. 


36 11 Stat. 119 (1855), 48 U. S. C. § 1411 (1934). These provisions are now 
incorporated in §§ 5570-5578 of Rev. Stat. §5570 provides: “Whenever any 
citizen of the United States discovers a deposit of guano in any island, rock, 
or key, not within the lawful jurisdiction of any other government, and not 
occupied by the citizens of any other government, and takes peaceable possession 
thereof, and occupies the same, such island, rock, or key may, at the discretion 
of the President, be considered as appertaining to the United States.” § 5576 
provides: “All acts done, and offenses or crimes committed on any such island, 
rock or key by persons who may land thereon, or in the waters adjacent 
thereto, shall be deemed committed on the high seas, on board a merchant-ship 
or vessel belonging to the United States; and shall be punished according to 
the laws of the United States relating to such ships or vessels and offenses on 
the high seas, which laws for the purpose aforesaid are extended over such 
islands, rocks, and keys.” 


2 
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be noted carefully that this is the only general act of this 
nature which has been passed by the Congress, and that 
that body carefully hedged this grant with restrictions, 
obviously in an attempt to prevent the Executive from 
leading the country into situations and responsibilities 
which might engage it in international disputes. Thus 
the act requires that no islands belonging to other nations 
shall be made the subject of a proclamation issued under 
its terms,” and it particularly refrains from asserting gen- 
eral sovereignty over these islands, using instead the term 
“appertaining.” ‘This, when coupled with the final sec- 
tion of the act,** clearly indicates a congressional intention 
that American liability shall not be engaged for the indefi- 
nite protection of small, distant and uninhabited islands 
after the exhaustion of the guano.” 


87 Supra note 34. It may be noted here that if the intention of Congress was 
to prevent possible disputes with other nations the terminology of the act is 
defective inasmuch as the determination of the “lawful jurisdiction” of other 
governments has been held to be a prerogative of the President. Williams v. 
Suffolk Insurance Co., supra note 12; Jones v. United States, supra note 10; 
Gelston v. Hoyt, 3 Wheat. 246, 4 L. ed. 381 (U. S. 1818); United States v. 
Palmer, 3 Wheat. 610, 4 a. ed. 471 (U. S. 1818); The Divina Pastora, 4 
Wheat. 52, 4 L. ed. 512 (U. S. 1819); Foster v. Neilson, supra note 11; Keene 
Vv. M’Donough, 8 Pet. 308, 8 L. ed. 955 (U. S. 1834) ; Garcia v. Lee, supra 
note 12; United States v. Yorba, 1 Wall. 412, 17 L. ed. 635 (U. S. 1863); 
United States v. Lynde, supra note 12. Despite this general principle, Attor- 
ney-General Black held that under the terms of this act, the mere filing of a 
claim to Cayo Verde Islands by the British Government served to deprive the 
President of the power to proclaim the “‘appurtenency” of the island. 9 Ops. 
Att’y Gen. 406 (1859). See also, 9 Ops. Att’y Gen. 30 (1857); 9 Ops. Att'y 
Gen. 364, 367 (1859). Nevertheless, the Supreme Court, in Jones v. United 
States, held that the determination of this question by the Executive was not 
subject to review elsewhere. Loc. cit. at 221-3. ; 


88 § 5578 provides: “Nothing in this Title contained shall be construed as 
obliging the United States to retain possession of the islands, rocks, or keys, 
after the guano shall have been removed from the same.” 


89 It may be noted that when, during the discussion of this bill on the floor 
of the Senate, several members expressed a fear that it committed the United 
States to the permanent occupation and protection of these islands, Mr. Seward, 
the author of the bill, somewhat inaccurately said: “The bill itself provides that 
whenever the guano shall have been exhausted, or cease to be found on the 
islands, they should revert and lapse out of the jurisdiction of the United 
States.” Congressional Globe, July 23, 1856, p. 1698. 

The best discussion of the problems raised by this Act is found in 1 Moore, 
Dicest oF INTERNATIONAL Law (1906) pp. 556-580. In general, it may be said 
that the most serious deficiency of the statute was its failure to provide a method 
whereby the occupancy of these islands might be terminated and notice given 
that they no longer appertained to the United States. Jones v. United States, 
supra note 10 at 224. Nor is it clear that any reliance may be placed upon the 
former practice of the State Department in issuing proclamations covering 
each island. Moore, loc. cit. pp. 561-2. On two occasions the Treasury 
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When this statute came on for review in the case of 
Jones v. United States, the Supreme Court upheld its va- 
lidity despite the impossibility of pointing to a specific 
clause of the CONSTITUTION authorizing such acquisitions 
by saying: 


By the law of nations, recognized by all civilized states, domin- 
ion of new territory may be acquired by discovery and occupation, 
as well as by cession or conquest; and when citizens or subjects 
of one nation, in its name, and by its authority or with its assent, 
take and hold actual, continuous and useful possession, (although 
only for the purpose of carrying on a particular business, such 
as catching and curing fish, or working mines) of territory 
unoccupied by any other government or its citizens, the nation 
to which they belong may exercise such jurisdiction and for such 
period as it sees fit over territory so acquired. This principle 
affords ample warrant for the legislation of Congress concerning 
guano islands.*° 


The Supreme Court, however, has never undertaken 
to determine the precise meaning of the term “appertain” 
rather than that of some more usual word, nor has it en- 
tirely cleared up the relationship between these islands 
and the United States, nor has it dealt with the vital ques- 
tion of the continuance or termination of this relationship. 


Department, in which the private bonds were kept, issued lists of bonded guano 
islands, but these lists may not be considered as conclusive as to the question of 
dominion. Ibid. 567-8. Apparently, on only one occasion did the Secretary of 
State call upon the Treasury Department to remove certain islands from their 
list on the ground that, although bonded, they had never been determined to 
appertain to the United States by the President. Jbid. 562-3. The cessation 
by the State Department, in 1879, of its former practice of issuing proclama- 
tions covering newly discovered islands, makes it difficult if not impossible to 
determine accurately just which islands are now considered as appertaining to 
= country. See U. S. GroLocicaL Survey BULLETIN No. 689 (1923) pp. 
44ff. 


40 Supra note 10 at 212. In this case the Court upheld the congressional ex- 
tension of the maritime criminal law to these islands. §730 Rev. Stat. (1874) 
Provides: “The trial of all offenses committed upon the high seas or elsewhere, 
out of the jurisdiction of any particular state or district, shall be in the district 
where the offender is found, or into which he is first brought.” It should be 
noted, however, that under the terms of the Act as interpreted in this case, 
punishment for such crimes is not meted out under the maritime law, but under 
a special criminal law for the guano islands made identic with the existing mari- 
time law, and that jurisdiction over such offenses is given, again as in the 
case of maritime offenses, to the federal district court where the offender 
is found or into whose jurisdiction he may be brought. It may also be noted 
that the Court in the case of Duncan v. Navassa Phosphate Co., 137 U. S. 
647, 651, 11 Sup. Ct. 242, 34 L. ed. 825 (1890) held that: “Congress has not 
legislated concerning any civil rights upon guano islands; but has left such 
rights to be governed by whatever laws may apply to citizens of the United 
States in countries having no civilized government of their own.” 
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Only two other cases involving this statute appear to have 
come before the courts. In Petrel Guano Co. v. Jarnette, 
it was held that these islands constitute ports of the United 
States within the meaning of the sabotage laws,” and in 
the case of Graffin v. Navassa Phosphate Co., it was held 
that: 


Looking to the language and purpose of the act (of 1856) . . . 
we find nothing which indicates that it was the intention of con- 
gress to claim title . . . to the land; on the contrary, the 
provisions of the law entirely negative any idea that such islands 
were in any sense to become part of the territorial domain of 
the United States. . . . The act of congress does not authorize 
or countenance the establishment of any form of governmental 
authority or local tribunal; it does not look to colonization or 
permanent settlement. It treats these islands, as in fact they 
are, as unsuited for permanent settlement by civilized commu- 
nities, and as only temporarily occupied for the purpose of ob- 
taining the guano.*? 


Nevertheless, the court refrained from declaring that Na- 
vassa Island at that time had ceased to appertain to the 
United States. 

Nor is it possible to settle these questions definitely by 


reference to the acts of the executive and legislative 
branches of the government. These indicate a shifting 
and uncertain attitude which has not only changed from 
administration to administration, but which has also been 
inconsistent even within the term of a single President. 
It is necessary to examine these acts in some detail in or- 
der to appreciate the complexity of the problem. 
Apparently, the first occasion on which the United 
States sought to take advantage of the international claim 
thus tenuously established under the Guano Act occurred 
in 1916. On January 17th of that year, the President, by 
proclamation, set aside Navassa Island as a lighthouse sta- 
tion. This proclamation apparently proceeded on the 
4125 Fed. 675, 677 (C. C. N. C. 1885). 


42 35 Fed. 474 (C. C. Md. 1888). 


48 Proclamation No. 1321, 39 Stat. 1763 (1916): “Whereas, the Congress 
of the United States has provided by Act of August 18, 1856 . . . , that 
whenever any citizen of the United States, after the passage of the Act, dis- 
covers a deposit of guano on any island, rock or key, not within the lawful 
jurisdiction of any other government and shall take peaceable possession thereof 
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theory that the operations of the guano statute had given 
the United States at least a claim under international law 
to the island, that no other nation had successfully dis- 
puted that claim, and that the Act of Congress of 1913, 
authorizing the construction of the lighthouse was suff- 
cient authority for the action taken. It should be noted 
that it was not claimed that the island was or is under the 
sovereignty of the United States, nor that it was deemed 
to be included in the public lands of the nation subject to 
Executive control. Rather, this action, in view of the 
congressional act mentioned, may be considered valid, in 
terms of constitutional law, as a new extension of Ameri- 
can jurisdiction under the conjoint authority of the Execu- 
tive and the legislature, and thus under the rule of the 
Jones case.“ 

A question having arisen with respect to the sovereignty 
of the Swan Islands in the Caribbean,” Mr. John W. 


and occupy the same, the island, rock, or key may, at the discretion of the 
— of the United States, be considered as appertaining to the United 
tates. 

“And Whereas, pursuant to the foregoing Act of Congress, the Island of 
Navassa is now under the sole and exclusive jurisdiction of the United States 
and out of the jurisdiction of any other government. 

“And Whereas, the Congress of the United States by the Act of October 22, 
1913, . . . has made an appropriation for the construction of a light station on 
the Island of Navassa. 

“Now, Therefore, I, Woodrow Wilson, President of the United States, by 
virtue of the power in me vested, do hereby declare, proclaim, and make known 
that the said Island of Navassa in the West Indies be and the same is hereby 
reserved for lighthouse purposes, such reservation being deemed necessary 
in the public interest, subject to such legislative action as the Congress of the 
United States may take with respect thereto.” 

44 It should be noted that certainly as late as 1901 at least the United States 
had continued to assert its jurisdiction over Navassa Island under the terms 
of the guano statute, and its citizens appear to have been working the deposits 
up to that time. Moore, loc. cit. pp. 577-8. It may also be noted that this 
island has been claimed by Haiti since before the date of its first occupation by 
Americans, and that the United States has continuously disputed this claim. Id. 
Under the rule of the Jones case, the determination of this claim by the Presi- 
dent is conclusive. Supra note 37. 

Apparently, on the same principles and in similar factual situations, President 
Wilson set aside and reserved two other islands. On Feb. 23, 1919, by Proc- 
lamation No. 1512, 40 Stat. 1933 (1919), he placed Serrana and Quita Sueno 
Banks under the control of the Department of Commerce, and on June 5, 1919, 
by Proclamation No. 1522A, 41 Stat. 1751 (1919), he acted similarly in regard 
to Rofcador Cay. All of these islands are in the Caribbean. 

45 These islands appear to have been bonded on Dec. 30, 1862. They are 
said to have been the subject of considerable dispute during the ensuing years 


because of controversy over the private title to the guano rights under the act. 
Moore, loc. cit. p. 568. 
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Davis, Acting Attorney-General, advised in an opinion 
dated February 8, 1918, that these islands had never come 
under the sovereignty of the United States, inasmuch as 
it had been impossible to produce the certificate by which 
they were said to have been declared as appertaining to 
the United States under the Guano Act. However, he 
added that, since they were not claimed nor in the occu- 
pancy of any other power, the fact warranted 


. . . the statement that no other country has any proper claim 
to these islands, and that the United States Government may at 
any time assert its sovereignty over them by appropriate action. 
As to the form which that action should take, that is a matter 
for the consideration of the executive and of the legislative 
branches of the Govenment, as a political measure relating to 
acquisition of territory, . . . and not a proper subject upon 
which this Department should give an opinion. . . . It would 
seem desirable to have Congress indicate its desire or willing- 
ness.*® 


In this instance, Mr. Davis did not have to consider the 
question as to whether such a proclamation would have 
sufficed to extend the sovereignty of the United States. It 


seems clear from the opinion that he considered the exten- 
sion of American sovereignty as an act which required the 
joint action of the executive and legislative branches and, 
inferentially, as one which could not be accomplished by 
either branch acting alone.” 

In 1924, a situation arose with respect to Swains Island 
in the Pacific, which again focused attention upon this 
problem.“ At that time, the inhabitants of the island 
petitioned for a declaration of American sovereignty over 
the island, and, the Executive having declined to act, the 
matter was referred to the Congress where an appropriate 


46 31 Ops. Att’y Gen. 216, 223 (1918). Mr. Davis did not indicate why he 
used the term “sovereignty” instead of the statutory phrase “appertain.” 


47 For the subsequent history of these islands see infra note 55. 


48 This island, variously known as Quiros, Gente Hermosa, Olosega, and 
Jennings, appears to have been bonded and proclaimed under the Guano Act 
in 1860, but in the course of time to have been forgotten by the United States. 
In 1924, it was said that there were some eighty people living on it, mostly 
descendants of an American named Jennings. At that time some of these people 
became involved in a dispute over private titles for the settlement of which 
they could find no court with jurisdiction. Their appeal for Federal action 
followed. 
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bill was introduced. During the committee hearings on 
this bill, a letter from Mr. Charles E. Hughes, then Sec- 
retary of State, was introduced, which clearly reflected 
the opinion of the administrative departments. Mr. 
Hughes quoted the opinion in the Graffin case," the opin- 
ion of Mr. Davis anent Swan Island,” raised the question 
of the applicability of the Guano Act after the exhaustion 
of the guano deposits, and then concluded: 


(It is) questionable whether the United States has acquired 
sovereignty over Swains Island by reason of the provisions of 
the act of August 18, 1856. . . . (It) would seem to place upon 
this government the responsibility either of extending its sov- 
ereignty over Swains Island and assuming the obligations which 
such a course would necessarily entail, or of disclaiming the 
exercise of any control or jurisdiction over the island and the 
inhabitants thereof.** 


Apparently accepting Mr. Hughes’ views, the Committee 
reported the bill favorably to the Congress which there- 
upon passed it.” Aside from the very curious form of this 
Act,” it would seem to constitute an acceptance, both by 
the Executive and the Congress, of the doctrine that the 
operations of the Guano Act did not constitute an exten- 
sion of American sovereignty over the islands proclaimed 
under its terms. Had the situation been otherwise, this 


49 Supra note 42. 
50 Supra note 46. 
51H. R. Rep. No. 1549, 68th Cong., 2d Sess. (1925). 


52 Act of March 4, 1925, 43 Stat. 1357 (1925), 48 U. S. C. § 1431 (1934). As 
finally approved, the Act reads: “Whereas Swains Island . . . is included 
in the list of guano islands appertaining to the United States . . . (and) 
Whereas the island has been in the continuous possession of American citizens 
for over fifty years and no form of government therefor or for the inhabitants 
thereof has been provided by the United States: . . . Therefore, be it Resolved 
. . . That the sovereignty of the United States over American Samoa is hereby 
extended over Swains Isiand, which is made a part of American Samoa and 
placed under the jurisdiction of the administrative and judicial authorities of 
government established therein by the United States.” This bill appeared on 
the Consent Calendar in the House of Representatives where it drew an ob- 
jection from Mr. LaGuardia who protested the summary extension of American 
sovereignty. However, he almost immediately withdrew his objection “on 
information received.” Cong. Rec., Feb. 28, 1925, p. 5024. 

53 It should be noted that this bill does not extend American sovereignty 
directly over Swains Island, but rather the “sovereignty of the United States 
over American Samoa.” At this time, the existence of our sovereignty over 
American Samoa was highly questionable inasmuch as it was not until 1929 
that _ asserted this authority, and then retroactively to 1900. See infra 
note 9/, 
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Swains Island Act would have been superfluous; the real- 
ization that it was only by this act that sovereignty was 
extended is made clear by the terminology used and by 
the failure of Congress to attempt to extend it retroac- 
tively. 

Shortly thereafter, however, the precedent set in this 
case appears to have been ignored. The problem of the 
Swan Islands having rearisen, Mr. John W. Sargent, then 
Attorney-General, in an opinion dated June 24, 1925, 
specifically reversed the former opinion by Mr. Davis on 
this problem on the ground that the certificate mentioned 
by the latter had been found,“ and that: “It appears, 
therefore, that the certificate . . . was considered by both 
the Secretary of State and the Secretary of the Treasury 
as a sufficient proclamation of the extension of sovereignty 
over the Swan Islands . . .”” It should be noted that 
this is apparently the first instance in which it was off- 
cially claimed that the operations of the Guano Act alone 
constituted an extension of sovereignty, all previous in- 
stances appear to have been based on the theory that addi- 
tional action by Congress was necessary to accomplish this 
purpose. 

On June 29, 1926, the President, by Executive Order, 
reserved and set aside the Johnston and Sand Islands in 
the Pacific for the use of the Department of Agriculture 
as a bird refuge.” The claim of the United States to these 
islands and, inferentially, the basis on which the Presi- 
dent acted, is not clear. Apparently first discovered in 


54 Supra note 46. 


55 34 Ops. Att’y Gen. 507 (1925). Mr. Sargent did not adumbrate the basis 
of his opinion nor the evidence which led him to believe that the proclamation 
had formerly been considered as an extension of American sovereignty. 


56 Executive Order No. 4667. This order provided: “It is hereby ordered 
that . . . Johnston Island and Sand Island . . . be and the same are hereby 
reserved and set apart for the use of the Department of Agriculture as a 
refuge and breeding ground for native birds.” It will be noted that this order 
is phrased in terminology similar to that used for reservations of public lands 
under the Acts of 1910 and 1912, 36 Stat. 847 (1910), 43 U. S. C. § 141 (1934) ; 
37 Stat. 497 (1912), 5 U. S. C. § 488 (1734) but that these Acts are not re- 
ferred to as authority. 





PRESIDENT’S POWER TO ACQUIRE TERRITORY 271 


1807 by a British naval vessel,” they were rediscovered 
by an American in 1856. Before the latter could claim 
his rights under the Guano Act, however, they were occu- 
pied by an Hawaiian vessel, and by royal proclamation 
declared to be a part of the Kingdom of Hawaii. Sub- 
sequently, the Americans returned, reoccupied them, and 
apparently worked the guano deposits for some time.” 
The requisite bond was filed in Washington, but there is 
no evidence that the President ever declared them to 
appertain to the United States.” It is said that they were 
found to be abandoned in 1892, and that they were for- 
mally annexed by Great Britain at that time; “ seemingly 
the United States offered no protest to this action.” In 
view of the confused factual situation, it seems impossible 
to determine whether the action of the President in 1926 
was based on some claim arising from the operations of 
the Guano Act or whether it was based on the rights of 
the United States as successor to the Republic of Hawaii. 
In either event, however, there would seem to be some 
basis for the assertion that joint action of the legislative 
and executive branches was involved.” 

The procedure developed in the case of the Swan Is- 
lands was used again on two occasions within recent years, 
largely because of the developing interest in trans-oceanic 
flying. On May 13, 1936, the President reserved and set 
aside Baker, Howland, and Jarvis islands in the Pacific, 
and placed them under the control and jurisdiction of the 
Department of the Interior for administrative purposes.™ 


57 Navy Department, Hydrographic Office, I Pacitric IsLANps Pitot (1928), 
p. 654. 


58 See the extended discussion of their history in 9 Ops. Att’y Gen. 364 (1859). 
59 Td. 
60 Moore, loc. cit. p. 575. 
61 Paciric Istanns Prxot, loc. cit. 
62 Moore, loc. cit. 
63 Subsequently, these islands were included in the scope of Executive Order 
No. 6935 of Dec. 29, 1934, along with Wake Island and Kingman Reef, by 
which they were placed under the administrative control of the Secretary of 
the Navy. See infra note 87. 

64 Executive Order No. 7368: “By virtue of and pursuant to the authority 
vested in me by the Act of June 25, 1910, c. 421, 36 Stat. 847 as amended by 
the Act of Aug. 24, 1912, c. 369, 37 Stat. 497, and as President of the United 
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On March 3, 1938, he similarly placed Canton and Ender- 
berry islands under the Interior Department.* All of 
these islands appear at one time or another to have been 
bonded and proclaimed under the terms of the Guano Act, 
although all of them seem to have been abandoned by the 
private beneficiaries of that Act. Assuming the consti- 
tutionality of the precedent set in the Swan Island case in 
1925,°" these actions would appear to be valid despite the 
fact that they seriously involved this country in a dispute 
with Great Britain.“ Subsequently, the islands involved 


States, it is ordered that Baker, Howland, and Jarvis Islands . . . be, and 
they are hereby, reserved, set aside, and placed under the control and jurisdic- 
tion of the Department of the Interior for administrative purposes. This order 
shall continue in full force and effect unless and until revoked by the President 
or by act of Congress.” The Acts of 1910 and 1912 referred to authorize the 
President, at his discretion, to withdraw temporarily from settlement, location, 
sale, or entry “any of the public lands of the United States, including the 
District of Alaska” and to reserve them for waterpower sites, irrigation, classifi- 
cation of lands, or other public purposes. The applicability of these acts to 
the islands mentioned may be questioned on two grounds: first, are they within 
the lands foreseen and included in the statute; and, second, are “administrative 
purposes” the public purposes foreseen by the statute? 


65 Executive Order No. 7828: “By virtue of and pursuant to the authority 
vested in me as President of the United States, it is ordered that Canton Island 
. . . also Enderberry Island . . . be, and they are hereby reserved, set aside, 
and placed under the control and jurisdiction of the Secretary of the Interior 
for administrative purposes.” 

66 Moore, loc. cit., passim. 


67 It does not appear that the Executive was clear, at the time the order 
referring to Canton and Enderberry Islands was issued, as to the exact source 
of his authority to do so. At that time Mr. Early, the President’s Press Sec- 
retary, announced the position of the United States as being that: “1. First 
claim to title over undiscovered territory rests on discovery. 2. Under this 
many islands in the Pacific were first discovered by American-flag ships. 
3. The United States has held that mere discovery does not give final title. 
If it is not followed up by reasonable occupation, it is insufficient. 4. In rela- 
tion to the islands in question, of which there are many, the United States 
assumes the right of occupation either because of (a) discovery, (b) former 
occupation, (c) failure of any other nation to occupy, or a combination of the 
three.” New York Times, March 8, 1938. These doctrines, which notably 
were not issued by the State Department, provide some novelty in the field 
of international law when applied to this factual situation. 


68 Great Britain appears to have at least an arguable claim to all five of the 
islands mentioned in these two Executive Orders. See the information sum- 
marized in Moore, loc. cit. 556-580; see also REEvES, loc. cit. supra note 1; 
Hague, Phosphatic Guano Islands (1862) 34 Amer. Jour. ScreNce, Series 2, 
225; Boggs, The Central Pacific, Geoc. Rev. (April 1938); Bock, Analo- 
American Rivalry, INTERNATIONAL QUARTERLY (Autumn, 1938), p. 31. Con- 
siderable geographical and historical data on these islands may be found in 
BritisH SAILING DirREcTIONS FOR THE CENTRAL PactFic (1900) and the two 
volumes of the Paciric IsLANDs Prtot issued in 1928 and 1933. The Executive 
Order referring to Canton and Edenberry Islands particularly embroiled this 
country with Great Britain. The assertion of the British claim to them has 
already been noticed. Supra note 3. This claim was reasserted in answer to a 
question in the House of Commons on March 9, 1938. New York Times, 
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in these two orders appear to have been effectively occu- 
pied by the United States, obviously in an effort to make 
good its international claim,” and these actions seem to 
have been tacitly approved by the Congress.” 

It thus appears in the light of practice and particularly 
of the decision in the Jones case, that the United States 
may constitutionally acquire control of territory not pre- 
viously under the dominion of other nations through the 
conjoint action of the legislature and executive. The 
legislative assertion of sovereignty over Swains Island in 
1925 clearly falls within this rule. Likewise, the original 
extension of American control under the terms of the 
Guano Act of 1856 represents a legislative extension of 
American territory, albeit for a special and temporary 
purpose. On the other hand, it is highly questionable 
whether the operations of that Act alone suffice to give 
this country sovereignty over the islands within its scope, 
and it is particularly debatable whether the Executive can 


March 10, 1938. With regard to Canton Island the two governments reached 
an agreement providing for joint occupation and use for fifty years without 
reference to the question of sovereignty. Dept. of State, Press Releases, Aug. 
13, 1938, p. 114. 


68 The Coast Guard, with the codperation of the War Department, landed 
agents on Baker, Howland, and Jarvis Islands in March, 1935, to act as 
meteorological observers. Later, control of these men was transferred to the 
Interior Department by the Executive Order of May 13, 1936, Sen. Rep. No. 
1275, 75th Cong., Ist Sess. (1937) p. 911, and headquarters were established 
at Honolulu. Ann. Rep. Sec. Int. 1936, at 27-8. In 1937, an American ex- 
pedition landed on Canton Island to study a solar eclipse, and found it already 
occupied by a party from New Zealand who claimed it in the name of the 
British government. Hellweg, Eclipse Adventures on a Desert Isle (1937) 72 
Nat. Geoc. Mac. 377; Gardner, Crusoes of Canton Island (1938) 73 Nat. 
Geoc. Mac. 749. Following this an official party sent out by the Division of 
Territories and Island Possessions of the Department of the Interior formally 
occupied both Canton and Enderberry in February, 1938. New York Times, 
March 8, 1938. Shortly thereafter, Pan-American Airways Co. was given a 
license by the Secretary of the Interior to use Canton Island as a landing 
place on its proposed route to New Zealand and Australia, probably under the 
authority over the public lands conferred on him by the Act of May 24, 1928, 
45 Stat. 728 (1928), 49 U. S. C. §211 (1934). New York Times, April 2 
1938. On Aug. 21, 1939, Presidential Proclamation No. 2346 exempted Can- 
- Island from the application of the coastwise shipping laws of the United 

tates. 


7 Thus a Deficiency Appropriation Act of June 23, 1936, provided $35,000.00 
to carry out the provisions of Executive Order No. 7368 of May 13, 1936, and 
thereafter the regular appropriation bills for the Department of the Interior 
carried an item for the Division of Territories and Island Possessions for its 
expenses in connection with “certain islands of the United States.” See 
supra note 32. 
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constitutionally reinvoke its provisions, for purposes un- 
connected with the original legislation, in order to justify 
a new assertion of American control over islands which, 
in fact, have been abandoned by this country. Neverthe- 
less, the basic question remains as to whether the new con- 
trol thus exerted by the United States is a continuation, 
without break, of the old authority exerted under the 
Guano Act or whether it is a new extension of authority 
under a new authorization by the legislature. 


III 


In a number of cases the Executive has, without any 
apparent legislative authorization, undertaken to proclaim 
and extend the sovereignty of the United States over cer- 
tain other islands which have generally been considered as 
res nullius. These include the Midway and Kuré 
(Ocean) Islands, Wake Island, the American Samoan 
Islands, and Kingman Reef. Each of these must be con- 
sidered in some detail. 

As nearly as may be determined, the first instance of the 
extension of the territorial limits of the United States by 
executive action occurred in 1867 when the Navy explored 
and occupied the Midway Islands. At the request of 
American shipping companies which were then seeking a 
coaling station, the Secretary of the Navy ordered the 
U. S. S. Lackawanna, on May 28, 1867, to proceed to 
these islands and “to take possession of it in the name of 
the United States.” " This was done, and apparently the 
islands were used for some time for this purpose.” These 

71 Sen. Ex. Doc. No. 79, 40th Cong., 2d Sess. (1868). 

72 Id, This expedition covered the Midway and Kuré groups, both of which 
appear to have been formally occupied by the Lackawanna. These islands ap- 
pear to have been first visited in 1857 by the Hawaiian bark Gambia under the 
command of Captain Brooks, a citizen of the United States. Brooks is re- 
ported to have taken possession of the islands at that time, but there is no 
indication as to whether he acted for the United States or for Hawaii. /d. 
On this point, Mr. Seward, as Secretary of State, expressed the opinion that 
“the discovery of an unoccupied island by the navigators of a ship, public 
or private, is generally understood to be for the benefit of the nation under 
whose flag the vessel sails, and under whose protection the crew, whatever 


may be their national origin, have for the time chosen to place themselves.” 
Moore, loc. cit. p. 5600. 
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facts appear to have been reported to the Congress, but 
that body failed to take any action.” In 1900, after the 
annexation of Hawaii, the State Department asserted the 
American claim to these islands in a communication to 
Japan,’* and in 1902, the President by proclamation, 
granted his consent to the laying of the Pacific cable by 
way of the Midway Islands.” In the same year these 
islands were listed as a part of the public lands held by 
the Navy Department for use as coaling stations.” Dur- 
ing 1903, the Commercial Pacific Cable Co. asked the 
Navy Department to erect navigation aids on the islands 
and also to station a force of marines there “to enforce the 
laws and preserve order,” adding that there was then no 
law on the islands.’ In response, an Executive Order of 
January 20, 1903, placed the public lands on these islands 
under the “jurisdiction and control of the Navy Depart- 
ment,” and a force of marines was placed thereon.” An 
act of the Hawaiian Territorial Legislature of 1905 (in 
force in 1907) placed these islands within the City and 
County of Honolulu.” 


The Kuré (Ocean) Islands which were explored and 
taken possession of at the same time by the United States 
have had a slightly different history. They appear to have 
been practically forgotten by this country until 1936, 
when an Executive Order placed them under the Secre- 
tary of the Navy for naval purposes.“ The order by 


73 See Sen. Rep. No. 194, 40th Cong., 3d Sess. (1869); Mess. Pres. Jan. 30, 
1888, Richardson, Mess. & Paps. Pres. 11: 5182. 

74 Moore, loc. cit. 555. 

75 Sen. Doc. No. 24, 57th Cong., 2d Sess. (1903), v. 2, p. 4417. 

76H. R. Doc. 425, 57th Cong., 2d Sess. (1903) 91. 

77H, R. Doc. No. 9, 58th Cong., Ist Sess. (1903). 

78H. R. Doc. No. 251, 58th Cong., 3d Sess. (1905). 

79 Laws, 1905, c. 39, §1; Laws, 1907, c. 118, §1. 

80 Executive Order No. 7299: “By virtue of and pursuant to the authority 
vested in me by §91 of the Act of April 30, 1900, 31 Stat. 141, 159, amended 
by §7 of the Act of May 27, 1910, 36 Stat. 443, 447, and as President of the 
United States, it is ordered that Kuré (Ocean) Islands, being under the sov- 
ereignty of the Territory of Hawaii . . . together with the surrounding reef 
. . . be, and it is hereby, reserved, set aside, and placed under the control and 
jurisdiction of the Secretary of the Navy for naval purposes. This order shall 
continue in full force and effect unless and until revoked by the President or by 
Act of Congress.” 
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which this was done, however, and the authority under 
which it was issued,” are indicative of the construction 
placed by the Executive upon the title of the United 
States to these islands. It appears clear that these islands, 
at least, are deemed to have been within the sovereignty 
of the Kingdom of Hawaii and to have come to the United 
States along with the other territory of that country. Such 
a construction appears impliedly to admit that this coun- 
try did not secure legal sovereignty either in the interna- 
tional or the constitutional sense by virtue of the explora- 
tions and claims of 1867, and that the Kingdom of Hawaii 
did have title to them, perhaps because of the work of 
Captain Brooks in the Hawaiian bark, Gambia.” 

Reconsidering the situation of the Midway Islands in 
the light of the action in regard to the Kuré Islands, and 
remembering that the Midway Islands lie directly be- 
tween the Kuré Islands and the main body of the Hawai- 
ian Islands, and remembering also that no overt act of 
authority was performed therein by the United States 
prior to the annexation of the Hawaiian Islands, it would 
seem that the claim of this country to the Midway Islands 
is traceable through the Republic of Hawaii rather than 
to the explorations and claims of 1867. Such a theory is 
compatible with the actions of the Hawaiian Legislature 
in 1905 and 1907, and with the subsequent acts of the Pres- 
ident. On the other hand, the Executive did undoubtedly 
attempt to bring these islands within the sovereignty of 
the United States in 1867, and he did report his actions 
to the Congress, actions which were apparently acquiesced 
in by that body. 

Wake Island and Kingman Reef have a somewhat more 
indefinite status. The former, although known for many 
years,” appears to have been first occupied on January 


81 The acts cited in the order provide that the public property of the Republic 
of Hawaii shall remain in the use, possession, and control of the Territory of 
Hawaii “until . . . taken for the uses and purposes of the United States by 
direction of the President.” 

82 Supra note 72. 

83] Paciric IsLanps Pinot, loc. cit. pp. 655-6. 
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18, 1899, by Commander Taussig of the U. S. S. Benning- 
ton, then en route to the Philippines. It does not appear, 
however, whether he acted on his own initiative or under 
order, nor, if the latter, what agency of the government 
was the source of those orders. Nor is it clear whether 
this act was intended to establish simple jurisdiction or 
complete sovereignty.* No further action seems to have 
been taken until 1934 when Wake Island became impor- 
tant as a base for the operation of the trans-Pacific aerial 
line. Kingman Reef, on the other hand, does not appear 
to have ever been formally occupied or taken into the 
possession of the United States. Although it too has been 
known for many years,” its possible value was considered 
so slight that no governmental action was taken concern- 
ing it until 1934, when it also became of importance to 
aviation. On December 29th if that year, an Executive 
Order placed both of these islands under the control and 
jurisdiction of the Secretary of the Navy for administra- 
tive purposes,” although the authority of the President 


in this case does not appear clear.™ 


84 Moore, loc. cit. p. 555. 
85 Jd. 
86 TI Paciric Istanps Pinot, loc. cit. p. 501. 


87 Executive Order No. 6935: “By virtue of and pursuant to the authority 
vested in me by the act of June 25, 1910, c. 421, 36 Stat. 847, as amended by 
the act of August 24, 1912, c. 369, 37 Stat. 497, and as President of the United 
States, it is ordered that Wake Island, . . . Kingman Reef, . . . and Johnston 
and Sand Islands, . . . together with the reefs surrounding all the aforesaid 
islands, . . . be, and they are hereby, reserved, set aside, and placed under the 
control and jurisdiction of the Secretary of the Navy for administrative pur- 
poses, subject, however, to the use of the said Johnston and Sand Islands by 
the Department of Agriculture as a refuge and breeding ground for native 
birds as provided by Executive Order No. 4467 of June 29, 1926. This order 
shall continue in full force and effect unless and until revoked by the President 
or by Act of Congress.” 


88 This order is notable in several respects. First, it should be noted that 
reference is made to the Acts of 1910 and 1912, supra note 64, which had 
hitherto been used only in the case of former guano islands and which deal 
only with “public lands of the United States.” Of the islands dealt with here, 
only the Johnston and Sand Islands fall in this classification: it has never 
been claimed that Wake Island and Kingman Reef should be considered as 
within the terms of the Guano Act. Second, it should be noted that the Ex- 
ecutive Order of 1926 mentioned here, concerning the Johnston and Sand 
Islands, did not cite these Acts. Third, there is some basis for considering 
the Johnston and Sand Islands as a part of the Hawaiian group, in which case 
they should have been dealt with under the Acts of 1900 and 1910, supra note 
80. Fourth, Kingman Reef appears to lie only thirty-three miles northwestward 
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The most notable example of presidential acquisition 
and government of territory, however, occurred in con- 
nection with the American Samoan Islands. By the oper- 
ation of the Treaty between the United States, Germany, 
and Great Britain, concluded on December 2, 1899, the 
two latter governments renounced in favor of this coun- 
try all their rights over the island of Tutuila and all other 
islands of the group east of longitude 171° W.* This 
treaty was approved by the Senate in February 13, 1900,” 
and, despite the fact that neither Germany nor Great Brit- 
ain had been possessed of sovereignty over these islands,” 
the President, on February 19, 1900, issued an Executive 
Order providing that: 

The island of Tutuila, of the Samoan group, and all other is- 
lands of the group east of longitude 171° west of Greenwich, are 
hereby placed under the control of the Department of the Navy 
for a naval station. The Secretary of the Navy shall take such 


steps as are necessary to establish the authority of the United 
States and to give to the islands the necessary protection.® 


The Secretary of the Navy, on the same day, established 


the islands into a naval station, and placed them under 
the command of a naval commandant.** Subsequently, the 
islands were taken into the possession of the United States, 
the flag was hoisted, and naval government was insti- 
tuted.** On April 10, 1900, and July 16, 1904, the native 
chiefs of these islands executed deeds ceding them to the 
United States.°° These were accepted by the President, 


of Palmyra Island which was taken possession of in 1898 as a part of the 
Territory of Hawaii, II Pactric IsLanps Prot, loc. cit. pp. 499, 501, and there 
appears to be some basis for considering it as a part of the Hawaiian group, 
= a case it, too, should have been dealt with under the Acts of 1900 and 


89 The American groups consist of the islands of Tutuila, Aunuu, Ofu, Tau, 
and Rose. Complete descriptions may be found in II Paciric IsLanps Pinot, 
loc. cit. pp. 253-266. 


80 This treaty was proclaimed on February 16, 1900. 31 Stat. 1878 (1900). 

91 AMERICAN SAMOA, A GENERAL REPORT BY THE GOVERNOR (Govt. Print. Off. 
1927) p. 46. 

92 Td. 

98 Jd. 

%4Jd. See also H. R. Doc. No. 3, 58th Cong., 2d Sess. (1903), p. 3593. 


% The first of these, for which the dates of April 1, 3, or 17, are ay 
given, concerned the islands of Tutuila and Aunuu. It reads, meer: *. . 
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and full information thereon communicated to the Con- 


gress.”° It was not until the passage of the Act of Febru- 


ary 20, 1929, however, that Congress formally accepted 
these cessions and extended American sovereignty over the 
islands.” 


This interregnum provides an interesting view of the 
problem of executive power to acquire and govern terri- 
tory. It is obvious that the Treaty of 1900 could not oper- 
ate as a cession of sovereignty inasmuch as neither of the 
signatory powers possessed such rights. That this situa- 
tion was clear to the Navy Department is shown by its 
eagerness to secure the cessions from the native chiefs and 
by the communications which were sent by the naval gov- 
ernors. In 1902, Captain Sebree recommended that the 
Department take steps to clear up the legal situation, in- 
dicating that he did not know the limits of his authority 
outside the confines of government land at Pago Pago, 
and his fear that he personally might ultimately be held 
liable in the United States for false imprisonment or for 
obtaining money without legal authority.” 


we now, rightly appointed according to the customs of Samoa to be the rep- 
resentatives of all the different districts in Tutuila, we confirm all the things 
done by the Great Powers for Tutuila, we also cede and transfer to the Gov- 
ernment of the United States of America the island of Tutuila and all things 
there to rule and to protect it.” AMERICAN SAMOA, loc. cit. p. 47. The second 
deed concerned principally the island of Manua. Id. 


°6 The first deed was acknowledged by President Theodore Roosevelt on 
July 21, 1902, and he sent the chiefs a watch, a medal, and a diploma. Later, 
he acknowledged the second deed. Ibid. 49. 

9745 Stat. 1253 (1929), 48 U. S. C. §143la (1934): “Whereas certain 
chiefs of the islands of Tutuila and Manua and certain other islands of the 
Samoan group . . . having in due form agreed to cede absolutely and without 
reserve to the United States of America all rights of sovereignty of whatsoever 
kind in and over these islands of the Samoan group by their acts dated April 
10, 1900, and July 16, 1904. Therefore, be it Resolved . . . That (a) said 
cessions are accepted, ratified, and confirmed, as of April 10, 1900, and July 
16, 1904, respectively . . (c) Until Congress shall provide for the govern- 
ment of such islands, all civil, judicial, and military powers shall be vested in 
such person or persons and shall be exercised in such manner as the President 
of the United States shall direct.” A somewhat similar bill, introduced by 
— Lenroot in 1926, had failed of consideration. AMERICAN SAMOA, loc. cit. 

. 

98 [bid. p. 57. The only case concerning this naval government in Samoa 
which has arisen in a mainland court dealt directly with this point. As a 
result of incidents connected with an abortive native uprising in 1920 (ibid. 
57-8), one Samuel S. Ripley filed suit for damages in the Superior Court of 
Contra Costa County, California, against Captain Waldo Evans, a former 
naval governor of American Samoa. Transferred to the United States District 
3 
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The Navy Department apparently perforce adopted 
the thesis that Congress had impliedly ratified the presi- 
dential acceptance of the cessions either by its tacit acqui- 
escence in the reports of the President,” or by having leg- 
islated incidentally for American Samoa.*” 


It thus appears that, with the possible exception of 
Wake Island, there is no absolutely clear case of execu- 
tive acquisition and government of territory formerly 
classed as res nullius. While the President did undoubt- 
edly attempt to go as far as he could toward the annexa- 
tion of the Midway and Kuré groups, it appears that 
today the best title of the United States rests on that de- 
rived through the Republic of Hawaii, even though this 


Court (Northern California), the case was dismissed for lack of jurisdiction 
over the defendant who was held to be only temporarily present within the 
district for official reasons. Subsequently, a new action based on the same 
cause was filed in the United States District Court for the Northern District 
of Illinois (Eastern division) which embraced the permanent residence of 
Captain Evans. A demurrer filed by the United States attorney, based on 
the court’s lack of jurisdiction over the cause of action, was sustained on April 
11, 1925. This was reversed, however, by the Seventh Circuit Court of Ap- 
peals, and the cause remanded for trial. At the completion of the trial, the 
court granted a motion for an instructed verdict in favor of the defendant. 
Motion for a new trial was denied, and an appeal was noted but not prosecuted. 

R. N. A., Supp. 1929, pp. 12-13. Apparently, this case was never noted 
in the regular reports. 

It is reported that the naval officer commanding the Fourteenth Naval Dis- 
trict (which includes these Pacific islands) is presently concerned over the 
legal status of his authority, and that he has, like Captain Sebree in 1902, 
sought a clarification from the Navy Department. Christian Science Monitor, 
July 2, 1938. 


%* Thus, in his Annual Message of Dec. 3, 1900, President McKinley said: 
“Peace and contentment prevail in the islands, especially in Tutuila, where a 
convenient administration that has won the confidence and esteem of the kindly 
disposed natives has been organized under the direction of the commander of 
the United States naval station at Pago-Pago.” 14 RICHARDSON, op. cit. 6428. 


100 See L. R. N. A. pp. 109-110, 1292; L. R. N. A., Supp. 1929, pp. 25, 360, 
1008, 1165. These incidental statutes include: Act of July 1, 1902, 32 Stat. 711, 
(1902), U. S. C. §1147 (1934), which mentions Samoa as a “territory of the 
United States” in the Philippine Organic Act; the Act of June 28, 1906, 34 
Stat. 552 (1906), 48 U. S. GQ §1358 (1934), providing for the acknowledg- 
ment of deeds, etc., in Samoa; the Act of July 15, 1909, 36 Stat. 11 (1909), 
48 U. S. C. §794 (1934), which excepts Tutuila from the operations of parts 
of the tariff act; the Act of Aug. 29, 1916, 39 Stat. 556, 607 (1916), 34 U. S.C. 
§ 1071 (1934), appropriating for a radio station in Samoa; and the Act of 
Mar. 3, 1919, 40 Stat. 1291, 1292 (1919), providing for a census in Samoa. 
See the cases cited supra note 32 for the possible effects of these acts. See also 
25 Ops. Att’y Gen. 59 (1903), 25 Ops. Att’y Gen. 128 (1904), and 25 Ops. 
Att’y Gen. 242 (1904) for a series of opinions upholding the authority of the 
United States in Samoa. See also AMERICAN SAMOA: HEARINGS BEFORE THE 
Commission, 1930 (Govt. Print. Off. 1931); H. R. Rep. No. 2451, 70th Cong., 
2d Sess. (1929). 
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title has not been clearly evident in the recent actions of 
the Executive in regard to these groups. On the other 
hand, he did maintain, for a period of twenty-nine years, 
a government in American Samoa which at best had only 
an implied approval from the Congress. In every case, 
however, the Executive has tried to secure congressional 
approval of his actions, indicating his doubt as to the 
constitutional efficacy of his individual actions unless sup- 
ported by the legislature. 


IV 


By way of summary, it may be said that the United 
States has been determined to possess full constitutional 
right under the treaty and war powers to acquire territory 
formerly under alien sovereignty, and also the power to 
govern that territory as an “inescapable consequence of 
the right to acquire.” It appears that no such territory 
may be considered as “territory of the United States” in 
the constitutional sense unless and until the cession has 
been perfected by the codperation of either the law-mak- 
ing or treaty-making branches of the government.” Once 


101 Attention may here be called to certain arrangements recently made be- 
tween the President and the British government respecting naval bases to be 
established by this country in certain British possessions in the Atlantic and 
Caribbean. On Sept. 4, 1940, the President informed the Congress that this 
country had “acquired the right to lease” certain naval and air bases in British 
territory, and that he also transmitted an opinion of the Attorney-General 
regarding his authority “to consummate this arrangement.” He accompanied 
this message with the text of the diplomatic notes exchanged by the Secretary 
of State and Lord Lothian, the British Ambassador in Washington. According 
to the note from Lord Lothian, the British government undertakes to “secure 
the grant to the government of the United States . . . of the lease of’ certain 
territories. In consideration of this declaration, the American government has 
delivered to the British government a number of naval vessels. 

It would appear clear from these documents that this country has not as yet 
acquired an interest in territory by virtue of these exchanges, and that there- 
fore the direct question of the power of the President, by his sole action, to 
acquire territory has not arisen. It would seem that the United States, by 
delivering the agreed consideration, has a right and an equitable claim to the 
ultimate conclusion of the proposed leases but that as yet its rights do not run 
to the territories in question. It is therefore impossible to speculate as to the 
final form which these leases may take. 

In the opinion of the Attorney-General, dated August 27, 1940, it is ex- 
pressly stated “that acquisition by executive agreement of the rights proposed 
to be conveyed to the United States by Great Britain will not require ratifica- 
tion by the Senate.” In support of this proposition the Attorney-General cited 
the constitutional authority of the President as Commander-in-Chief of the 
armed forces, his constitutional control of foreign relations and also certain 
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properly acquired, however, this territory may be gov- 
erned under the general authority of the Congress, or, 
failing action by that body, by the President. In either 
case, the CONSTITUTION provides certain limitations, al- 
beit indefinite, on the power of the Federal government 
in these territories. In general, it may be said that the 
former law of the territory continues until changed by 
the new government, and that the Congress may or may 
not integrate the court system with that of this country. 
In particular, when the Congress fails to act, the Presi- 
dent may govern the new territory, although his powers 
therein are definitely more limited than are those of the 
Congress. In this situation, he has been held to have 


statutes which were presumed to be applicable. The opinion, however, does 
not discuss the power of the President as Commander-in-Chief, merely holding 
that this power places upon him a responsibility to “use all constitutional au- 
thority” to fulfill his functions as such. It thus seems clear that the opinion 
does not attempt to find in the power of the Commander-in-chief an independent 
constitutional authority for this new arrangement. In support of the power of 
the President as the agency of foreign relations, the opinion cited the case of 
United States v. Curtiss-Wright Export Corp., 299 U. S. 304, 57 Sup. Ct. 
216, 81 L. ed. 255 (1936), where it was held that the President exercised a 
“delicate, plenary and exclusive” though not necessarily unlimited power. The 
limit here contemplated is apparently that the legislative authority must be 
consulted before there may be given “express or implied promises on the part 
of the United States to be performed in the future.” But inasmuch as this 
arrangement imposes no such obligations on this country, being merely an 
opportunity for future action as determined by congressional appropriations, 
it is held that this limitation is inapplicable. 

But the opinion holds that “it is not necessary here to rely exclusively upon 
(the President’s) constitutional power.” Rather, it would seem that the ruling 
basis of this opinion is that the power of the President to consummate this 
naval arrangement is statutory. It is held that by authorizing the “transfer, 
exchange, sale or disposition” of certain naval equipment the Congress em- 
powered the President to accept any consideration of value which he was able 
to secure. The opinion holds that the statutes (Act of March 3, 1883, c. 141, 
22 Stat. 582, 599-600 (1883), 34 U. S. C. § 492 (1934); also, Act of June 28, 
1940, Public No. 671) in question contemplate the acceptances of considerations 
other than cash, and that the “rights” here acquired are considerations of value. 
The opinion thus upholds the action so far taken, but seems to imply that any 
subsequent action, such as the ultimate delivery to the United States of the 
contemplated lease and its acceptance thereof, or the physical delivery and 
use of the territories in question, might impose obligations upon this country 
concerning which Congress would have to be consulted. 

Nevertheless, the rationale and certain of the broad language of this opinion 
would seem to allow for the possibility that the Executive might accept such 
a lease, accept possession of the territories, and then staff those territories with 
armed force, as Commander-in-chief, all under the doctrine of receiving “con- 
siderations of value” as contemplated in the statutes, and all without further 
consultation of the legislative authority. Such an interpretation of these statutes 
would appear to be quite beyond the intention of the legislature which enacted 
them; such an interpretation would also appear to avoid many of the principles 
discussed in this paper. The documents in this incident were reprinted in the 
New York Times, Sept. 4, 1940. 
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general administrative authority but not general legisla- 
tive power.’” Thus, in such situations, the old laws con- 
tinue with only such modifications as are demanded by the 
new situation; likewise, it would appear that no connec- 
tion has been (can be?) established between the Presiden- 
tial courts there established and those of the United States. 
On the other hand, the President may establish such agents 
and authorities as seem necessary to him, and endow them 
with such power as he deems wise. 

With respect to territory which is res nullius and which 
cannot therefore be acquired under the war or treaty 
powers, it has been held that the Federal government, be- 
ing sovereign under international law, may acquire ter- 
ritory in any manner permitted by that law. Although 
the question has never directly arisen, the dicta of the 
Court would seem to indicate that this power of acquisi- 
tion, however, can be exercised only by the conjoint action 
of the legislature and the Executive. Within this limita- 
tion, it appears that the legislature may authorize the 
Executive, by general act, to acquire for the United States 
certain defined territories, and that it may limit the pur- 
poses for which these territories, may be acquired and 
also limit both the continuance and the extent of the 
authority of the United States over them. It is undoubt- 
edly true that the legislature could, if it so desired, pro- 
vide for the government of these territories as it saw fit. 
It would seem to follow that in the absence of any such 
provision, the Executive, on the analogy to his powers in 
territory acquired from alien powers, may govern these 
areas, subject probably to the same restrictions.“ One 
important difference, however, would appear to exist be- 
tween these two types of territory. That which is acquired 
from alien powers is presumed already to have a body of 
law governing civil and criminal rights and liabilities, 
and the limitations on the power of the President to alter 


102 Supra notes 30 and 31. 
103 Jd. 
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this law have been noted.*** On the other hand, new ter- 
ritory carved out of res nullius obviously can have no such 
backlog of civil and criminal law, and the important ques- 
tion then arises as to whether the President may here leg- 
islate for this territory.’ 


Again, in such situations, it appears clear that the leg- 
islature may limit the time during which such territories 
shall be related to the United States. In the case of the 
one general statute of this nature concerning the guano 
islands, however, the Congress failed to provide a definite 
limit of this nature, and the Executive has, apparently 
with congressional acquiescence, interpreted this to mean 
that these islands continue indefinitely to “appertain” to 
the United States. Likewise in regard to these islands, 
the Congress has provided a complete set of criminal laws 
and indicated the courts which shall have jurisdiction 
over offenses against them. On the other hand, however, 
there does not appear to be any civil law therein, other 
than that which American citizens carry with them into 


uninhabited and unappropriated lands.’ In particular 
cases it may prove difficult to find a court with jurisdiction 
over civil acts and deeds on these islands." 

In only four instances, those concerning the Midway 
Islands, the Kuré Islands, American Samoa, and Wake 
Island, has the Executive apparently proceeded to annex 


104 Jd. 


105 With regard to the guano islands, Mr. Bayard, then Secretary of State, 
citing an opinion of the Attorney-General, held on Dec. 29, 1889, that no 
power was known in the executive department “either to prescribe additional 
laws or to empower others to do so.” Moore, loc. cit. p. 558. 

106 Supra note 40. 


107 Tt may be noted that a bill was introduced in the Senate on July 15, 1937, 
to extend the jurisdiction, both civil and criminal, of the United States District 
Court of Hawaii over all civil and criminal acts and deeds arising on Mid- 
way, Wake, Johnston, Sand, Kuré, Baker, Howland, and Jarvis Islands, and 
on Kingman Reef. This bill was referred to committee and was apparently 
not reported back. Con. Rec., July 15, 1937. It may be noted that it was re- 
dundant in at least two respects: first, under the construction noted above that 
Midway, Johnston, Sand, and Kuré Islands and Kingman Reef are part of the 
territory of Hawaii, it would seem unnecessary to reassert a jurisdiction which 
already exists; and second, under the construction that Baker, Howland, and 
Jarvis Islands are guano islands already “appertaining” to the United States, 
it would seem unnecessary to reénact rules for criminal law and jurisdiction. 
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and govern territory without the consent and approval of 
Congress. And in regard to the first two, it seems clear 
that he carried out no overt act of government until after 
the annexation of Hawaii, under whose jurisdiction they 
may rightfully have been considered to belong. In Samoa, 
he undoubtedly had the tacit approval of the Congress, 
and even an implied approval through the incidental con- 
gressional legislation touching those islands. Only in re- 
gard to Wake Island has a definite claim and definite gov- 
ernmental action been asserted without some color of 
legislative approval. These facts would seem to war- 
rant the statement that, on the basis of the judicial deci- 
sions and the precedent practice of this country, there is 
little ground for asserting a right on the part of the Exec- 
utive to acquire and govern territory without the appro- 
val of the legislature. 
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II. INFORMATION AS TO PRICEs * 
B. The Form of the Undertaking, Procedure and Com- 


pliance 


In the preceding section of this article the job of 
strengthening individualism in business through the col- 
lection and dissemination of certified facts about markets 
was analyzed and the essential elements of an open pric- 
ing system set forth. Organized undertakings of this 
type must be thoroughgoing to be practical and to inspire 
that degree of confidence necessary to warrant the every- 
day use of the resulting facts in the business operations 
of the individual concerns subscribing to the system. 
Hence some consideration of the more important pro- 
cedural problems finds a proper place in this discussion. 
Section B of Part I deals with these procedural matters, 
indicating the principal practical and legal aspects of 
each phase. First, as to the form of the undertaking; 
second, compliance procedures; third, major obstacles to 
open pricing which arise by reason of any one of the sev- 
eral ways in which coverage may be incomplete; lastly, 
a general summary of the trade association approach to 
the task of collecting and disseminating information as 
to prices. Part III then follows with a consideration of 
the legal and practical considerations which apply par- 
ticularly to a trade association program for the collection 
and dissemination of marketing facts other than price. 


The Form of the Price Reporting Undertaking 
No undertaking of this character can be free from al- 
legations of lack of compliance with the definite under- 


+ Continued from (1940) 9 Geo. Wasu. L. Rev. 1-25. 
* New introduction to second installment. 
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taking to file all prices, invoices and other information 
within the time limits established. There is some senti- 
ment which favors the treatment of such alleged failure 
to report in an informal manner, and prefers to rest on 
a good-fellowship basis as a guarantee that the promises 
will be kept within reasonable limits. There are others 
to whom this attitude does not square with the circum- 
stance that there are radically diverse interests among 
business competitors which put a heavy strain upon in- 
formal and undefined understandings. The faithful per- 
formance of promises to supply facts for the mutual 
benefit of buyers and sellers in the industry is a basic re- 
quirement, and should be dealt with in a thoroughly 
businesslike manner. 

The efforts to collect data certainly is not worth while 
unless the results inspire that degree of confidence which 
is necessary to cause them to be used as the basis of cur- 
rent business decisions. Incomplete or inaccurate data 
are worthless for this purpose. ‘The same business de- 
vices upon which trade and commerce rely for the execu- 
tion of promises made in good faith should be utilized 
in connection with trade association obligations of this 
sort. Too often, trade association obligations are put on 
a par with casual promises of codperation made in social 
groups. In some types of association work, this casual- 
ness can be tolerated. In undertakings to build a body 
of facts as a substitute for false and misleading rumors, 
the casual promise is entirely inadequate. The law pro- 
vides well tested and thoroughly effective tools with 
which to work. In this sphere of operations, the infor- 
mal pledge or the so-called “gentlemen’s agreement” 
need not be relied upon. There is no need to cloud the 
undertaking with secrecy or speak of it as something 
bordering upon illegality. The Supreme Court of the 
United States has spoken precisely to this point eleven 
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years ago in the Maple Flooring case. In this case, the 
Court says: 


We do not conceive that the members of trade association be- 
come conspirators merely because they gather and disseminate 
information, bearing on the business in which they are engaged, 
and make use of it in the management and control of their in- 
dividual businesses.”® 

With this assurance from our highest court, there is no 
reason why the task of providing reliable facts upon 
which business men can formulate their individual poli- 
cies cannot be dealt with as a straightforward business 
proposition, substituting the certainties of the law of con- 
tract for the uncertainties of casual and informal promises 
of codperation. 

These thoughts may be summarized as follows: 

An open pricing plan may be operated in two ways: 

A. Informal agreements which may be expressed 
as a vote or resolution adopted at a meeting of 
the contributors. 

B. A formal contract with a manager embodying 
precise definitions of the undertaking. 


The first method (informal) has in its favor the fol- 
lowing points: 
1. It is easy to accomplish. 
2. It overcomes objections to the signing of a con- 
tract, taking the promisor’s word at its full value. 
3. It avoids the necessity of discussing too many de- 
tails. 


But as against this— 


1. It is too easy to accomplish and there is very apt 
to be an incomplete understanding as to the sev- 
eral undertakings. 

2. Failure to think through the plan in all of its de- 
tails usually means that the plan itself may be in- 
complete and unworkable. 


26 Maple Flooring Association v. United States, 268 U. S. 563, 45 Sup. Ct. 


578, 69 L. ed. 1093 (1924). 
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3. There is no way to shortcut the development of 
a practical open pricing plan. It is hard work 
under any circumstances, and requires active par- 
ticipation of all members. Casual participation 
is not enough. 

4. It puts too much strain upon competitive rela- 
tionship, it is more apt to generate distrust than 
to further mutual confidence. 


The second method (contract) has in its favor the fol- 
lowing points: 


1. It is the simplest and most businesslike way of 
formulating specific undertakings among several 
parties, especially when the parties represent 
widely diverse interests. 

2. A contract is a basis upon which confidence can 
be built, since confidence can develop only if there 
is a true “meeting of the minds” at the beginning 
of the venture. 

3. The procedure takes competitive relationships as 
it finds them and grants that they will continue 
vigorous and unabated. 


The contract form is more work to launch but it is not 
so easy to wreck on the spur of the moment. 

There are those who complain that the reduction of 
the agreement to a written contract belittles the confidence 
already existing between competitors who have sold in 
the same market for many years. These fine relation- 
ships do exist and form some of the splendid examples of 
industrial leadership inspired with a true sense of public 
service. But this same confidence is the product of years 
of experience one with the other, experience which has 
carefully defined each mutual undertaking and scrupu- 
lously adhered to it. Such confidence is not the product 
of casual or undefined relationships. We submit that a 
carefully drawn contract is the best foundation upon 
which lasting confidence can be built. 
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Compliance Procedures 


A large amount of space might be given over to the 
interesting and instructive experiences which form a part 
of the administration of the compliance provisions of a 
contract to report prices and other essential market in- 
formation. For the most part, however, such a discussion 
would necessitate an involved explanation of the particu- 
lar markets in which such a plan operates. Furthermore, 
these techniques must, of necessity, vary greatly from in- 
dustry to industry. It seems desirable, therefore, to con- 
fine this presentation to a general outline of the more 
essential elements of a compliance program. These are 
not at all complicated when viewed as broad, over-all 
undertakings. It should be borne in mind, however, that, 
to become a part of a carefully drawn contract, capable 
of the test of litigation, each provision must be set forth 
in sufficient detail to cover a large variety of situations. 
A glance at an industry contract of this type reveals this 
condition to a remarkable degree. It takes many pages 
of carefully worded clauses to establish the smooth work- 
ing “all weather” compliance procedure. The main idea 
of the approach, however, can be set forth in the follow- 
ing brief outline: 


1. Provision must be made for the ascertaining of 
facts of each complaint by the manager’s files of 
prices and invoices, from responses by contrib- 
utors to inquiries of the manager, by the actual 
audits by a field agent of the manager, or by the 
use of a public accountant selected by the con- 
tributors. 


2. The determination of allegations of a breach may 
be by the manager as sole arbiter, by the manager 
with an appeal to a Board of Arbitration, or solely 
by arbitration. 


3. The judgment may take the form of publicity, the 
manager announcing details of his findings to all 
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contributions, in the form of money damages 
awarded by arbitration in each case, or deter- 
mined in advance (“liquidated”) by agreement. 


The aim of the procedure is to establish a fair and 
reasonable compliance routine to the end that all par- 
ticipants are assured of the completeness and accuracy 
of the resulting data. In this respect, the experiences 
under the N.R.A. should be heeded and much that con- 
tributed to the unpopularity and consequent ineffective- 
ness of that Act can be avoided in the procedure estab- 
lished under agreements of this type. 

The members contract to submit to the manager such 
records as he may require in the course of an investiga- 
tion of a complaint. The manager may undertake the 
investigation personally or employ a public accountant. 
He may journey to the plant of the member and under- 
take the investigation there, or may require the member 
to supply the necessary information by mail. The latter 
method is, of course, the least expensive and the one most 
frequently used. 

The complaining members further agree to assume the 
full cost of baseless investigations. "Thus, the member 
instigating a complaint agrees to defray the cost of the 
investigation, unless there is a finding of a breach, in 
which case the member who breaches the agreement 
stands the expense. This puts the complaint procedure 
strictly on a business basis and discourages hasty com- 
plaints prompted by emotion or spite. 

The duty to make findings is kept as simple as possible. 
The manager (or Board of Arbitration) is not required 
to make complicated findings of facts which involve much 
technical judgment and discretion. The facts indicating 
breach or no breach are preferably susceptible of simple 
audit procedure and may be reduced to the following: 


1. Was the price effective for more than the contract 
period before it was filed? 
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2. Was the price filed in accordance with the pre- 
scribed degree of completeness? 


3. Was the invoice copy filed within the contract 
period? 


4. Was the information on the duplicate invoice 
falsified ? 


Money Damages 


Where a breach is established, the contract may pro- 
vide what are known as “liquidated damages.” ‘The use 
of liquidated damages in business contracts is of long 
standing.” ‘They are looked upon with favor by many 
courts as legitimate devices for saving the time and money 
involved in complicated jury determinations.” Liqui- 
dated damages have an ideal place in agreements of this 
sort.” The contract itself would contain a predeter- 


27 For a discussion of the distinction between liquidated damages and penal- 
ties see 2 Wittiston, Contracts (1920) §§ 769-792; 1 SepcGwick DAmaGES 
(9th ed. 1912) §§ 389-427; Brightman, Liquidated Damages (1925) 25 Cou. 
L. Rev. 277; McCormick, Liquidated Damages (1930) 17 Va. L. Rev. 103; 
(1926) 39 Harv. L. Rev. 391. 


28 See Keeble v. Keeble, 85 Ala. 552, 5 So. 149 (1888) for a summary of 
rules or canons of interpretation respecting the distinction between penalties 
and liquidated damages. See also Dunlop Pneumatic Tyre Co., Ltd. v. New 
Garage & Motor Co., Ltd. (1915) A. C. 89, 86. Cotheal v. Talmadge, 9 N. Y. 
551 (1854). For leading federal citations see Wise v. U. S., 249 U. S. 361, 39 
Sup. Ct. 303, 63 L. ed. 647 (1919). 


29 A close parallel to the liquidated damage provisions as applied to an open 
price reporting contract is the inclusion of such provisions in coOperative mar- 
keting agreements. See Poultry Producers of Central Calif. v. Murphy, 64 
Cal. App. 450, 221 Pac. 962 (1923); California Bean Growers Ass’n. v. San- 
ders, 86 Cal. App. 689, 261 Pac. 717 (1927); Lee v. Clearwater Growers 
Ass’n, 93 Fla. 214, 111 So. 722 (1927); Harrell v. Cane Growers Co-op. Ass’n, 
160 Ga. 30, 126 S. E. 531 (1925); Egyptian Seed Growers Exchange v. Hol- 
linger, 238 Ill. App. 178 (1925); Kansas Wheat Growers Ass’n v. Schulte, 
113 Kan. 673, 216 Pac. 311 (1923); Hart Potato Growers Ass’n v. Grainer, 
236 Mich. 638, 211 N. W. 45 (1926). 

In Ansheim Citrus Fruit Ass'n v. Yeoman, 51 Cal. App. 759, 763, 197 Pac. 
959 (1921), the Court says :— 

“The association was organized for the purpose of the better handling 
of citrus fruits through the codperative and joint effort of its members. 
From the nature of the organization and the statements of its purposes 
as found in its articles and by-laws, it can be fairly and reasonably inferred 
that by the codperation of its members, mutual advantages would accrue to 
all through greater economy in handling and shipping and the securing 
of more generous marketing facilities. These results be dependent directly 
upon the performance by the members of this agreement to deliver their 
fruit into the hands of the association for the purposes declared. Defendant 
sought to show at the trial that the damage which would accrue to the asso- 
ciation by reason of any of its members failing or refusing to market their 
fruit through the association could be easily and exactly estimated, and that 
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mined schedule of damages. It is important in prepar- 
ing such a schedule to avoid arbitrary damages which the 
courts may deem to be “penalty” and hence, not enforce 
them. Whenever possible, the measure of damages 
should be graduated so as to reveal some definite rela- 
tionship to the nature of the breach. For instance, a 
delay in filing a price may be measured by an amount 
per day of delay for each price factor involved in the 
breach. A breach of the price reporting contact injures 
all contributors equally by lessening for them the value 
of the information they receive. The subscribers pay for 
a service from which they expect to derive certain bene- 
fits. Chief among these benefits is a confidence that the 
information is a reasonably complete picture of recent 
market conditions. Every breach, whether intentional or 
otherwise, weakens that confidence and, hence, lessens the 
value of the service. —The damages must make up, at least 
in part, for that loss. The schedule of damages takes root 
from this premise. 


When the manager makes a finding that there has been 
a breach of the agreement, he first notifies the member of 
his findings, giving him a period of time in which to make 
a reply. In important cases, this reply usually is in the 
form of an interview with the manager or a member of 


such damage would consist wholly of an approximate amount of overhead 
operating cost. By the line of questioning pursued, it was made clear that 
the association did suffer an actual monetary loss by reason of the failure 
of the defendant to deliver his fruit to the association packing house for 
the market, as he had agreed to do, and in the very nature of the case 
we do not think that such damage should be the only damage considered 
to have been suffered by the plaintiff. Other elements have already been 
suggested. The existence and life of the association itself depended upon 
its being furnished fruit to dispose of in the public market. A reduction 
in the amount of fruit so handled would not only tend to increase the 
overhead cost to the non-transgressing members, but, we may assume, to 
some extent effect the prestige and standing of the association as a market- 
ing concern. His argument would be the same, regardless of the quantity 
of fruit which might have been handled by the defendant, whether it com- 
posed but a small fractional part or one-half or more of the entire product 
designed to be marketed by the plaintiff agency. Enough has been said, 
we think, to show that the case falls within the class as to which the law 
permits damages to be liquidated by contract in advance of its occurrence.” 


For a discussion of disciplinary procedures in the conduct of trade associations 
see KirsH, TRADE ASSOCIATIONS IN LAw AND BusIneEss, c. IV, p. 110. 
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his staff, in which there is an opportunity to discuss all 
aspects of the findings. The agreement may provide for 
a form of arbitration procedure as an appeal from the 
findings of the manager. 

At the end of the stated period, or after the appeal, the 
entire industry is given notice of the findings. The notice 
does not specify the products involved in the complaint, 
nor does it reveal the name of the customer involved in 
the transaction. It does, however, cite the manufacturer 
upon whom the assessment has been made, and also the 
amount of the assessment, together with the cost of in- 
vestigation. ‘These notices, of course, make all members 
aware of the fact that the obligations of the contract are 
very real, and the publication of this information has 
the salutary effect upon the entire industry, from which 
grows a genuine confidence in the increasing reliability 
of the price information disseminated by the manager. 
This, of course, is the final objective of this procedure, 
and once equipped with reliable information concerning 
the state of the market, a large part of the battle for fair 
competition in the industry already is won. 

There are those who place great reliance upon pub- 
licity alone to accomplish these results. In some cases 
this may be adequate. There is ground for the position, 
however, that reliance upon publicity of a character cal- 
culated to act as an effective deterrent incurs the danger 
of going too far, to the point of duress or penalty, thus 
destroying the contractual relationship upon which the 
procedure is built. 

It is proper to inquire as to the probable effect of liqui- 
dated damage provisions or any type of organized com- 
pliance procedure upon the anti-trust angle of an open 
pricing plan. If we stand firmly upon the premise that 
the scope of the undertaking is solely that of the collec- 
tion and dissemination of market information within the 
limits of the law as laid down by the courts, the mere fact 
that the undertakings are applied seriously, and stated in 
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well defined language in a binding contract, does not 
make the legal application illegal. ‘To the contrary, it 
has a tendency to disspell the inference that the plan may 
be a frivolous screen for undisclosed activities of a dubi- 
ous character. Then, if we grant the status of the con- 
tract itself, the employment of well recognized techniques 
in its administration must follow as a matter of course. 
The recent consent judgments, negotiated by the Anti- 
trust Division of the Department of Justice, would seem 
to indicate some recognition of this point of view. The 
following language is beginning to appear in judgments 
which have had to deal with situations involving trade 
association statistical programs: 
The defendant is enjoined and restrained from 


inducing a manufacturer or seller of certain commodity or com- 
modities to adopt methods involving elements of coercion or 
duress and designed to compel adherence to plans for the collec- 
tion and dissemination of statistical information; provided, how- 
ever, that procedures designed and executed solely to give assur- 
ance of the completeness and accuracy of data lawfully collected 
and disseminated shall not per se be deemed to involve elements 
of coercion or duress; *° 


The proviso recognizes the propriety of taking ade- 
quate steps to insure the completeness and accuracy of 
data lawfully collected and disseminated.“ This would 
include investigation to determine facts regarding alleged 


30 Consent Decree in United States v. Stevenson, Jordan and Harrison, Inc., 
Civil Action No. 10-213 in the District Court of the United States for the 
Southern District of New York (August, 1940), paragraph 3-m. 

31 In a somewhat earlier decree (April, 1940) involving certain of the same 
defendants (U. S. v. National Container Association, Civil Action No. 8-318 
in the same court), the corresponding sub-paragraph reads as follows :— 


“(m) to compel a manufacturer of such containers 
(1) to submit copies of invoices to a trade association or like 
agency, ...” 

This prohibition could be construed as denying the validity of audit or statistical 
procedures which employed the sales invoice as its basis. It is clear, however, 
that the ban in this instance relates to the particular procedures employed by 
these defendants in this association. The later decree, supra note 30, embraces 
a broader scope of trade association activity, affecting all associations managed 
by the defendant managers, or which they may hereafter manage, and gives a 
clear indication that the prohibition is directed against the use of audit and 
statistical procedures as weapons to compel or coerce individual company com- 
pliance with trade association programs. This is carefully distinguished from 
bona fide audit procedures “designed and executed solely to give assurance of 
the completeness and accuracy of data lawfully collected and disseminated.” 

4 
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breaches of reporting contracts and the determination of 
such instances in accordance with the contract provisions. 
The Department of Justice or any other law enforce- 
ment agency is left free to go behind the scenes to deter- 
mine if the procedure is in fact operated, not as a bona 
fide audit of legal obligations, but as a device for enforc- 
ing an overriding understanding. The recognition by 
the Department of a proper place for ways and means 
of assuring the completeness and accuracy of marketing 
statistics is an encouraging sign and should have a tend- 
ency to dispel the impression that trade associations stand 
condemned as instruments of monopoly whenever they 
seek to substitute true market facts for false and mislead- 
ing rumors.” 


82 The Department of Justice has initiated a number of civil actions against 
trade association activities which have resulted in consent decrees entered in 
1940. Several of these contain provisions of particular interest in connection 
with a study of price reporting and statistical procedures. 


Paragraph 3 of the above-mentioned National Container Association decree 
is a so-called “permissive clause” which indicates a number of specific trade 
association practices which are not prohibited by the decree. Among these 
practices are those listed in Maple Flooring Association v. U. S., supra note 26, 
concerning price reporting. The promotion of uniform cost accounting methods 
and the avoidance of interference with existing contracts also receive recogni- 
tion. 

In U. S. v. Long Island Sand and Gravel Producers Association, Civil 
Action No. 9-44 (S. D. N. Y.), subsection (g) of paragraph III prohibits cer- 
tain practices involved in the checking of bids. To this subsection there is an 
interesting proviso :— 


“but nothing contained in this subdivision shall prohibit any defendant from 
making inquiry of another defendant directly or through a common agency, 
as to the truth or falsity of representations made by a customer as to 
prices and terms of a contract theretofore made for purchase or sale of 
industry products, or the prices paid by such customer for such products 
theretofore delivered to him by a defendant or any member of the industry.” 


The permission to each defendant to make inquiry of other defendants through 
a common agency is a step beyond the limits established by the Federal Trade 
Commission in its Report of Open Pricing (1929), supra note 21. The Com- 
mission acknowledged the practical necessity of refraining from any attempt to 
extend the ban of the antitrust laws to mere price verification between two 
sellers, even when an inchoate transaction is involved, but it drew the line at 
any completely organized interchange of data on individual sales through a 
common agency. While there is much practical common sense inherent in the 
practice permitted by the above proviso it must be noted that it is at variance 
with provisions in other consent decrees entered in the same year and dealing 
with substantially the same trade association practices. For instance, the 
above-mentioned Stevenson decree, subsection (0) of paragraph 3 restrains 
defendants from :— 


“disclosing to a competitor of such manufacturer or seller specific data 
contained on customer invoices submitted . . . 
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Obstacles to Open Pricing 


Thus far we have traced the basic need for more reli- 
able market facts, the legal and practical aspects of the 
collection and dissemination of price data, and some of 
the procedural aspects of a workable open pricing plan. 
But most readers may be all too conscious of the diffi- 
culties which beset an industry which seeks to benefit by 
bringing its prices into the open. A consideration of some 
of these difficulties certainly is in order. 

Open price plans operated by manufacturers often run 
into difficulty by reason of the fact that a significant por- 


Or again, in a still later decree :— 


“from disseminating or exchanging with any other manufacturer any infor- 
mation which shall permit the identification of any seller deviating from 
announced prices, terms or conditions of sale, or the identification of any 
purchaser from any such seller;” (U. S. v. Electrical Solderless Service 
Connector Institute.) 
In studying these consent decrees it must be kept in mind that their provisions 
are applicable only to the specific situations of the particular trade associations 
involved. Care must be taken not to read too much by way of general appli- 
cation into such provisions. However, it is encouraging to observe that the 
Department has demonstrated in these several decrees, a willingness to grapple 
with the infinite detail of many specific situations in its search for adequate 
protection of the public interest in free competition. It has thus far refused to 
permit the urge for consistency and precedent to hinder its discovery of the 
true nature of the alleged restraint of trade. It is to be hoped that from this 
process will evolve general principles which will be the product of well tested 
practice in which business experience is merged with the law enforcement 
process in achieving the maximum protection of the public interest, business 
itself being recognized as a part and parcel of that interest. 

U. S. v. Southern Pine Association—Consent decree in civil action No, 275 
in the District Court of the United States for the Eastern District of Louisiana, 
New Orleans Division, contains a comprehensive provision respecting price 
reporting. It is found in subdivision (c) of section IV :— 


“From in any manner disseminating information concerning or relating to 
current or future prices charged or to be charged for such products, pro- 
vided, however, that the reporting, collecting compilation, and dissemination 
of information ‘and statistics for the individual use of said defendants con- 
cerning bona fide prices actually charged in consummated sales, the extent 
of such sales, volume of production, production capacity, delivery, and 
consumption of products and the distribution thereof, unfilled orders, stocks 
on hand or in transit, including totals, averages, and other computations 
thereof, is not hereby prohibited wherever and to the extent that such 
information and statistics are made, or are readily, fully, and fairly avail- 
able to the purchasing and distributing trade at the time of their initial 
dissemination, and provided, further, that the defendant . . . (association) 
. shall not criticize any price reported by any manufacturer as having 
been charged in an actually consummated sale, nor seek any explanation 
therefore from any such reporting manufacturer or disseminate in any 
manner any explanation thereof offered by such manufacturer in justification 
of any such price so reported. . . .” 
This clause merges the references to open price reporting which appear in the 
Maple Flooring Association case, supra note 26, and the Sugar Institute case, 
supra note 2. 
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tion of the product is marketed through middlemen, 
while the rest is sold direct to the consuming trade. 

In cases where the wholesaler is operating in direct 
competition with manufacturers, serious complications 
arise because the wholesaler, who does not report his 
prices, sells at prices unknown to the manufacturers. The 
problem becomes more complicated when certain manu- 
facturers utilize so-called sales agents in lieu of their own 
sales force. These sales agents are in the nature of 
“super-jobbers” who take a large part of the responsi- 
bility for the distribution of the manufacturer’s product. 
They are not agents in the legal sense. They take title 
to the goods and exercise all the privileges of independent 
ownership. They usually enjoy a larger discount, al- 
legedly in return for the special interest taken in the pro- 
motion of these goods. Where stock or shelf goods are 
involved, these favored jobbers assume a part of the ware- 
housing responsibility. On made-to-order products, the 
manufacturer ships direct to the “agent’s” customer. The 
difficulties of maintaining a truly open price market are 
further complicated by the fact that special distributors 
of this character meet manufacturers in competition in 
large quantity orders as well as small quantity “brackets,” 
so that there is no convenient separation of markets as in 
the case where the manufacturer supplies large quantities 
direct and leaves to the wholesaler the market for small 
orders. 

Where wholesalers, jobbers and sales agents operate on 
undisclosed prices and terms while the manufacturers at- 
tempt to operate on open prices, the market is but par- 
tially enlightened as to the true price situation. Wher- 
ever this situation is at all pronounced, it looms as an 
obstacle to progress in the utilization of the tools of price 
publicity. It is appropriate, therefore, to consider some 
of the methods by which these obstacles can be reduced 
or eliminated. 
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In certain industries there is a large measure of auto- 
matic check and balance as between manufacturers and 
wholesalers in competition in sales to consumers. The 
prices and terms to consumers tend to set the pattern of 
the marketing structure of many industries, especially in 
the larger quantity brackets where the price “spread” be- 
tween the various classes of trade is relatively small. In 
most open price plans, it is the price to consumers which 
constitutes the market indicator. In this situation there 
is a strong tendency for manufacturers selling consumers 
direct to meet competitive situations as they find them, 
and from the wholesaler’s standpoint, it soon becomes 
apparent that it is better for him if facts rather than 
rumor govern the manufacturer’s pricing policy. The 
same is true of manufacturers whose chief outlet is the 
wholesaler or special distributor. They in turn are quick 
to respond with price adjustments to their outlets. They, 
therefore, have a very direct interest in a true disclosure 
of the consumer price situation. 

These automatic checks have their limitations. It is 
sometimes possible for a special deal to be kept secret for 
a limited time, in which case the opportunity for self- 
correction is not as effective as it might be. It is also 
possible for the manufacturer to try to “beat the game” 
by employing dummy jobbers. In industries where these 
conditions exist to an important degree, the open market 
cannot be developed without the direct participation of 
a substantial element of the middlemen. 

A more direct recognition of the value of a free and 
open market would lead to the establishment of open pric- 
ing among the distributing agencies. This is a feasible 
solution where the jobbing trade of an industry is organ- 
ized and can conduct its own open price plan. Whether 
the distributing trade and the manufacturers could join 
in a price reporting undertaking would depend upon the 
particular conditions of the given industry. There would 
seem to be no substantial legal problems involved so long 
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as it is possible for the consuming trade to receive and 
use that portion of the price information which concerns 
their market, as for instance, where prices of past trans- 
actions are disclosed through regularly published trade 
journals. In the lesser or more compact industries, the 
practical problems pertaining to the establishment of 
adequate “availability” of the information would be con- 
trolling. 

Since the invalidation of the National Industrial Re- 
covery Act by the Supreme Court of the United States, 
ways and means of offering a practical solution to the 
development of open pricing among middlemen have 
been under consideration. The enactment of the Robin- 
son-Patman Act has stimulated the study because of the 
difficulties the Act has imposed upon manufacturers sell- 
ing in part through middlemen and in part direct to con- 
sumers. These difficulties are very much increased where 
the manufacturer has found it desirable to employ dif- 
ferent types of middlemen at varying rates of discounts. 
The following methods are employed to meet these par- 
ticular problems. These methods seem to satisfy the 
Robinson-Patman Act requirements in that they permit 
the use simultaneously of several types of distributing 
agencies. They also strengthen the open pricing policy 
immeasurably. These methods involve the use of true 
agency contracts, the manufacturer retaining title to the 
goods and, thereby, the legal right to control the price 
at which the agent sells. Thus the transactions involved 
are brought within the scope of the manufacturer’s open 
pricing plan. 

Where branded or trade-marked goods are involved, 
this method may further be supplemented by the use of 
resale price maintenance contracts.* The use of such 
contracts is governed by state laws, and most of the states 


33 The District of Columbia, Missouri and Texas are the three states without 
resale price maintenance legislation. Delaware and Vermont statutes do not 
impose a duty upon non-participating dealers to abide by established prices. 
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have enacted such statutes. A federal law, validating 
interstate transactions incidental to such a state law, has 
been enacted.** Most of the state laws go so far as to 
protect such contracts by granting to the parties (manu- 
facturers and jobbers) the right to an action for damages 
against third parties who sell the branded or trade- 
marked articles at less than the prices established in the 
contract. These statutes provide that: 


Willfully and knowingly advertising, offering for sale or sell- 
ing, any commodity at less than the price stipulated in any con- 
tract entered into pursuant to the provisions of this Act, whether 
the person so advertising, offering for sale or selling, is or is not 
a party to such contract, is unfair competition and is actionable 
at the suit of any person damaged thereby. 

The use of agency contracts contemplates the need for 
the simultaneous employment of several channels of dis- 
tribution with varying differentials. The Robinson- 
Patman Act requires uniform treatment to middlemen in 
competition with one another. The use of agency con- 
tracts may vary widely under different conditions, but the 
following types may be helpful as illustrations: 


(A) A contract for the general distributor—who 
operates his own business, maintains stocks, 
does his own billing, assumes the credit risk. 

(B) The special service contract—where a continu- 
ing relationship is established to serve a special 
situation—as in the case of sales to govern- 
mental department. No stocks are carried, 
but the agency bills its accounts and accepts 
credit risk. 

(C) The occasional single transaction agencies— 
established to meet specific situations. 


Where the tie-up is so involved by joint stockholdings 
as to make price publication impractical and inadequate, 
the agent or special distributor should become an integral 
part of the manufacturers’ open price plan. This also is 


34 Miller-Tydings Act, Amendment to Sherman Act, July 22, 1937. 
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to be recommended in those cases in which the agent or 
special distributor is a larger factor in the market than 
the manufacturer. There is nothing especially difficult 
about an open price association that includes those who 
market as producers and those who resell their product 
or act as producers’ agents. Under some circumstances, 
the management of the plan would have to be independ- 
ent of the trade association of either group. 

It is well recognized that these suggestions do not offer 
a simple answer to all of the difficulties of open pricing. 
Nowhere in all of the intricate patterns of our industrial 
organization is the situation more varied and more com- 
plicated than in the devices used to effectuate the dis- 
tribution of the ordinary manufactured product. The 
habit of secrecy is so deeply entrenched that progress in 
this direction will be slow. The separation of the dis- 
tributing trades from the manufacturing trades under 
N.R.A. deprived us of any help by governmental means 
in the breaking down of established habits with which 
that institution may be credited in other directions. This 
undoubtedly is the outermost frontier of price filing ex- 
perience and that in itself usually spells a slow and tedious 
fight against entrenched habits and a wilderness of mis- 
apprehension. The solution calls for patience, persever- 
ance, and above all, the resourcefulness of the frontiers- 
man. 

In addition to curbing destructive competition between 
direct mills and middlemen, every open price agreement 
is assailed by so-called “outside” competition—that is, 
competition that does not participate in the open price 
practice. 

In a properly operated open pricing plan, the existence 
of substantial factors who do not report prices should not 
disrupt the plan in any way. If we adhere to the premise 
that the plan in no way tips the hand of the contributor 
as to what his current or future price will be, the non- 
contributor has no particular advantage, even if he se- 
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cures the information disseminated by the group. Each 
seller must enter the market and meet the conditions he 
finds, knowing that every other seller is unrestrained so 
far as current dealings are concerned. Each is better off 
for knowing what he knows about yesterday’s market— 
that information is reliable to the extent that it results 
from the reporting plan. All know that the element of 
guess and rumor may be present but less destructive by 
the degree to which the reporting is complete. The dan- 
ger from nonparticipating competition is real only when 
there is a general feeling among the contributors that 
yesterday's market in some ways binds today’s market. If 
that attitude is allowed to develop, then the “outside” 
competitor is in a position to capitalize upon the secrecy 
he has imposed upon his own prices. Ina true open pric- 
ing market, however, he is more likely to be the victim 
of that secrecy because the rumors of his marketing ac- 
tivities, which do not receive verification through the re- 
porting system, are likely to be distorted to his serious 
disadvantage. 


The Administration of a Price Reporting Contract 


No comment upon an agreement of this character is 
complete without at the same time calling attention to the 
fact that in all such undertakings the question of legality 
is controlled by that which flows from the actual pro- 
cedures of the group. A statement or declaration of in- 
tention embodied in an agreement cannot offset the effect 
of group action, which, in fact, transgresses the Anti- 
trust Laws. The law enforcement agencies seldom are 
impressed with statements of this character. Acting upon 
a complaint, they would proceed as usual to examine the 
history of the price structure for evidences of improper 
manipulation. A declaration of intention does not add 
to or detract from the evidence upon which the conclu- 
sions of the examiner rest. 
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Therefore, it is important to stress the point that the 
agreement plus all procedures under it constitute the state 
of facts upon which an association is judged. Subscribers 
to an open price plan must not be misled as to the value 
of the words of the contract as such. 

To obtain the maximum benefits of group action within 
the law, it is necessary to go beyond the contract or dec- 
laration and not only to act in strict accordance with the 
procedure as outlined, but be certain that there is ample 
evidence that this is the actual procedure, and that all 
price moves are free from overriding understandings. If 
there exists a feeling that declarations or procedures of 
this character can be employed as “window dressing,” or 
used to screen maneuvers designed to uphold the price 
level, or enforce so-called “trade practices,” it should be 
dissipated. Experience proves that such false fronts are 
scant protection. The only sound course is the whole- 
hearted adoption of the principles of open pricing, and 
the procedures which apply thereto. 

This is not an easy step for those whose experience has 
been limited to association efforts primarily concerned 
with price maintenance. The principles of open pricing 
require a decided change of attitude and a revaluation 
of trade association objectives. A thorough understand- 
ing of the principles and procedures of open pricing is 
a very necessary prerequisite, and one which requires 
conscious effort on the part of every member of the group. 
A sincere desire to make an honest effort in self-regula- 
tion within the law will not be deterred by the difficulties 
which are involved. If, on the other hand, there is a 
groping for a cloak of respectability under which to 
operate just “over the line” it is strongly recommended 
that there be no declaration or contract of this character. 
It will not mislead the enforcement agencies, but it may 
have the unfortunate effect of misleading those who in- 
voke it. 
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Thus far, we have reviewed in some detail the elements 
of the basic concept of the truly open market and we have 
examined the major obstacles in the way of achieving its 
full benefits. Enough has been said to discourage those 
who seek an easy and simple remedy to the complex diff- 
culties which confront most industries today. But it is 
to be hoped that those who face these problems, deter- 
mined to surmount them, will sense the challenge that is 
implicit in the recent utterances of the Supreme Court 
of the United States to which we have referred. This is 
a challenge to business to take hold of its own problems 
with a deep sense of public responsibility, fortified by 
that degree of ingenuity and skill which business experi- 
ence can supply so adequately. 

What has been presented in these pages does not pur- 
port to be the only answer to that challenge. It is but one 
approach. It is presented in some detail because its theory 
has the support of practical experience. It has been em- 
ployed and has achieved a measure of success. It is pre- 
sented, therefore, as a stimulus to further thought, dis- 
cussion and experimentation. 

A brief summary of the highlights of this approach 
may be helpful at this point. 

The trade association in considering procedures affect- 
ing price is confronted with three alternatives: 


1. Each manufacturer may proceed without benefit of 
association with competitors, with no exchange of market 
information. 


This may be characterized as a “blind” market 
in which price levels respond to rumors circulated 
among the trade. 


2. Association activity which confines itself to exchange 
of information among its members, and has an implied or 
expressed reliance upon adherence, without deviation, to 
prices and terms thus announced. 
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This may be characterized as the “gentlemen’s 
agreement”—precise procedures vary from outright 
agreements on price to arrangements for price list 
exchange supported by an understanding that the 
success of the Association depends upon the honesty 
of purpose of the members to give advance notice of 
price deviations. 

This alternative rests solely upon mutual confi- 
dence among competitors. Aside from the legal un- 
certainties implicit in such an approach, there are 
practical difficulties: 


a. Those who adhere to the agreement are at the 
mercy of those who almost adhere to it. 

b. It implies a surrender of defensive measures in 
competition. 

. There is the unlimited right of withdrawal which 
induces lack of continuity in the association effort 
and threatens the mutual investment of the mem- 
bers in the association procedure. 

. The odds are very much against the survival of 
this type of organization in times of stress. 

. The alternative is vulnerable to rumors circulated 
by the trade because they tend to eat away the 
tenuous thread of confidence which ties the group 
together. 


. It is almost certain to engender the opposition of 
buyers because of their natural antagonism to any 
concerted action among sellers in which they, the 
buyers, have no part. 

. In the last analysis, its principles do not square 
with American ideals of individual freedom in 
trade and commerce. It puts group effort above 
individual accomplishment. 


3. An Open Pricing Plan which follows the spirit of 
the Supreme Court’s interpretation of the Antitrust 
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Laws has additional practical advantages which make it 
the best long-run policy because: 


1. The plan is not built on false premise of mutual 
confidence among competitors—it assumes diverse 
interests and deals with them in a strictly business 
fashion. 

. It provides a practical means for building con- 
fidence in a technique or procedure rather than 
in personalities—and hence has the promise of 
more lasting achievement. 

. It provides a practical approach to the relative 
position problem with which every industry is 
concerned and which is an important key to full 
production within the limits of demand. (See 
supra, p. 304.) 

. There is a real chance to win the buyer’s support 
for the plan—it assures equality of treatment and 
he can feel that he is a part of it. 

. There is no surrender of individual rights as to 
pricing policies—rugged individualism may have 
full expression. 

. Rumors are spiked at an early stage. 

. Prices are more likely to be at a fairer level— 
profiteering sellers and chiselling buyers alike 
suffer checks in their practices because of the 
wider knowledge of market movements. 


III. THE COLLECTION AND DISSEMINATION OF 
MARKETING FACTS OTHER THAN PRICE 


At the outset, this discussion was brought under two 
main headings. The first dealt with the statistics con- 
cerning price, and this, the second, takes up the discus- 
sion of statistics other than those concerning price. These 
concern chiefly the facts about the volume of goods ac- 
tively in the market at any given time, together with the 
historical background which affords a basis for judg- 
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ment as to future trends. This body of data may serve 
two principal purposes. The first deals with the market- 
wide totals which may tend to indicate general market 
trends. The second has to do with the individual com- 
pany’s performance in terms of the total market. Both 
involve distinct managerial problems and should be 
thought of as separate statistical functions. 


1. Market-Wide Data 


It is in this field that much excellent work has been ac- 
complished by many trade associations over a consider- 
able period of time. It is in this field also that of recent 
years, several governmental agencies, notably the Depart- 
ment of Commerce, Department of Labor, and Depart- 
ment of Agriculture, have added immeasurably to the 
available data. Private statistical organizations have 
played their part in establishing reliable guides to the 
future behavior of business through the analysis of its 
past. This field of statistical effort is so well developed 
that little needs to be said in the present discussion. The 
laws gives a reasonably clear right of way to bona fide 
programs of this character. Certainly, where there is no 
disclosure of individual company figures, the legal limita- 
tions are negligible. 

The second phase of statistics, other than price, offer 
some interesting legal and practical considerations that 
warrant detailed consideration. 


2. The Maintenance of a Balanced Relationship Between 
the Individual Concern and the Industry of Which 
It Is a Part. 


There are those who hold firmly to the proposition that 
the less a given company concerns itself with the affairs of 
its competitors, the better it is equipped to fight its own 
battles for existence. ‘The events of the last decade in 
particular have shaken the confidence of other business- 
men in this extreme individualism, and created an in- 
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creasing respect for the notion that enlightened self- 
interest embraces a somewhat wider scope and makes 
room for the thought that there must be some sort of 
balance between the marketing programs of the several 
members of the trade or industry. The increasing de- 
structiveness of “free-for-all” competition has afforded 
sufficient evidence of wasteful distribution as to bring 
about a more or less general recognition that the public 
interest can suffer as the result of uninformed and unbal- 
anced competition. As to the soundness of the various 
economic philosophies which bear upon this problem, 
we are not here concerned. It is sufficient for us to note 
that management is becoming aware of the significance 
of greater knowledge concerning competitive activity. 
We use the term “balanced relationship” in this connec- 
tion to describe the process whereby the volume of pro- 
duction of a given concern is measured not only in terms 
of its own past performance, but in terms of the total 
production of the entire industry. This does not neces- 
sarily involve any of the several theories of production 
control or production allocation. It simply recognizes 
the growing significance of knowing at all times what is 
the relationship between a company and its industry, and 
of realizing fully the consequences of distribution poli- 
cies which alter this relationship. In other words, we are 
interested in the development of these facts for the use 
of the management of the individual concern, and not as 
a part of any joint industry-wide “balancing” program. 
When a significant sector of an industry increases its 
proportion of available business, a corresponding decrease 
occurs elsewhere. The decrease may fall upon a single 
concern, or be scattered widely over many. In most in- 
dustries there is a reasonable margin of tolerance which 
accommodates normal fluctuations in relative proportions 
acquired by the various concerns, and supplies the needed 
incentive to healthy competition and effective distribu- 
tion. There is a breaking point, however; a point where 
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the tolerance is exceeded. Each concern then fights des- 
perately to maintain its position in the trade, and this 
fight is severe enough if waged with full knowledge of all 
the facts. It is doubly destructive when the facts are 
scarce and false and misleading rumors from the basis 
for management policy. 

When there is an appreciation of the value of guaging 
progress in terms of relative relationship to the industry, 
it becomes clear that defensive tactics employed at the 
wrong time serve only to increase the loss of business and 
decrease the value of the output. When the rate of de- 
cline of the individual concern is roughly proportionate 
to the decline of the industry, an ill-timed effort on its 
part to regain volume by price reduction is bound to touch 
off an unjustified scramble for business which usually 
ends disastrously for all concerned. Likewise, under 
more favorable market conditions, the concern which 
complacently tolerates a status quo or a mild increase in 
volume when the general rate of increase is at a more 
rapid pace, so that the net result for that concern is a 
loss in its relative position, definitely builds up a situation 
which results in destructive competition when this trend 
is revealed in its true light. In other words, it is begin- 
ning to be recognized that the “stability” of a market is 
achieved not by the maintenance of a static level of price 
or volume, but by the maintenance of a balanced relation- 
ship between the several units of an industry; and this, 
not by agreement, but by the enlightened self-interest of 
each management unit acting in the full knowledge of 
what is happening to itself in terms of the whole market 
and each seeking selfishly to sell under optimum condi- 
tions but on a longer range basis. 

This type of stability does not eliminate the chance for 
the growth of the concern in relation to its competitors, 
nor does it restrict the entrance of new competition. Prop- 
erly understood and operated, this form of stability works 
upon the rate of change and tends to moderate its fluctua- 
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tions. It recognizes that it is the sudden and violent 
alterations of relative position that contribute largely to 
disastrous economic consequences. The more gradual 
shifts, even if persistently in the same direction, seldom 
bring about violent, short-sighted defensive tactics. 

The high cost of destructive and uneconomic competi- 
tion in terms of wasteful distribution policies has caused 
us to give this problem a prominent place in this discus- 
sion as one of the sources of the high cost of distribution. 

To meet the problems raised by the recognition of the 
need for current knowledge of relative position, the ac- 
countant must bring into play his ability to make the most 
out of what he finds in the way of source material. Fre- 
quently, there is a discouraging task in this connection 
because few fields of knowledge are less developed than 
that of industry-wide statistics of sales and production 
of specific commodities. Product classifications frequent- 
ly are too broad or so co-mingled with other products as to 
be valueless for comparative purposes. Industry classi- 
fications, likewise, are not sufficiently sub-divided to afford 
a workable basis. The National Recovery Ad*ministra- 
tion made lasting contribution in this direction, and 
brought into being vast quantities of statistical material 
of the sort which, if maintained, would be very helpful. 
The Trade association accountant must familiarize him- 
self with the material available in government compila- 
tions, such as the Census of Manufacturers, the special 
reports of the Bureau of Domestic and Foreign Com- 
merce, and the reports of the Department of Labor. Other 
branches of the Government, such as the Federal Reserve 
Board, have bodies of fact also which should not be over- 
looked. Surveys of private agencies such as the National 
Industrial Conference Board, the Brookings Institution, 
and Dun and Bradstreet, should be examined for contri- 
butions in this connection. 

Where the industry is loath to permit the dissemina- 


tion of actual relative position percentages of individual 
5 
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concerns, or even actual aggregate totals for given prod- 
ucts or given regions, much value can be achieved by the 
use of what might be termed a relative position index. 
This index reveals the normal relationship of the indi- 
vidual concern to its industry as “100,” with variations 
above and below this line. Provided the base period 
compilations are kept confidential, there is no way by 
which actual dollar sales or quantities or percentages can 
be worked back from one or a series of these indexes. 

Thus, the information that is necessary for manage- 
ment control is made available without disclosing collat- 
eral facts which may properly be regarded as confidential 
to each concern. 

The organization of an industry-wide statistical pro- 
gram of this sort is an accounting task of first magnitude, 
and one that can render a substantial service in manage- 
ment’s attempt to bring one source of wasteful distribu- 
tion costs under control. 

There is not much that needs to be said regarding the 
legal limitations applicable to such statistics. It is recog- 
nized, of course, that statistical efforts which seek to 
“freeze” the relationships between individual concerns 
in the same industry are unwarranted restraints of trade. 
Production allocation, market allocation, or any similar 
approach which has the objective of limiting competitive 
production or sales effort, fall under the interdiction of 
the antitrust laws.” But there is an important distinction 
between the process whereby the association places before 
the individual concern actual computations of its produc- 
tion allotments or quotas and compares these with its 
actual production, and merely providing it with an index 
which indicates that its trend is or is not comparable to 
the trend of the entire industry. If the index is computed 
from a “moving” base rather than one that is fixed, there 
can be no suggestion that the individual firm’s proportion 


_ 5 Several of the consent decrees referred to contain restrictions upon sta- 
tistical procedures of this type, supra note 32. 
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of the whole constitutes a “frozen” relationship. Nat- 
urally, in statistics of this sort, there can be no disclosures 
of individual performance, either directly or indirectly. 
This is in line with the general thesis that the statistical 
program must not be employed in any way to coerce a 
change in management policies. The advertising of 
individual performance to competitors may contain cer- 
tain elements of real or fancied coercion which should be 
avoided. 


IV. CONCLUSION 


At this point it is necessary to stress the very great 
importance of moving slowly and of adopting a moderate 
program. Our experience with the N.R.A. should have 
been sufficient to convince us of the futility of attempting 
to revolutionize the habits and customs of an industry 
overnight. A measure of stabilization and fair trading 
is the goal, but that goal may be reached only as fast 
as a particular industry can assimilate the various prac- 
tices by which these aims are achieved. The publication 
of current facts about price and production will not 
immediately restore prosperity. The free use of these 
facts by all factors in the market will tend to move the 
whole group in the right direction. The speed with which 
it moves is entirely dependent upon the thoroughness 
with which a few simple basic measures are undertaken, 
so that the several self-interests now focused on short- 
range “catch-as-catch-can” objectives, can drive toward 
longer-range objectives which have the promise of sound 
competition. 

What does an industry need in the way of essential 
facts? It is always safe to assume that of first importance 
is the means of knowing from day to day what the price 
situation is. There are a great many price publishing 
plans to choose from. Price filing plans under N.R.A. 
codes met with many diverse experiences, relatively few 
functioning according to their original design. Most of 
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the pitfalls which developed in these experiences can be 
avoided by more careful attention to detail and a full 
allowance for the natural growth of the habits of the 
trade. 

The principle of open pricing was applied hastily to 
many industries which had had little or no previous expe- 
rience with price publication in any form. There was a 
general lack of preliminary analysis of the existing habits 
and customs of the particular markets to be subjected to 
the plan. Procedures were hastily contrived or borrowed 
from other and unrelated industries. There was scant 
attention paid to prior experiences in this field. The writ- 
ings of Eddy* and the exhaustive study of the Federal 
Trade Commission were quite unknown to many of those 
engaged in the task of launching these new ventures. The 
N.R.A. staff itself was not prepared to counsel the Code 
Authorities in the intricacies of these undertakings. There 
seemed to be a universal impatience with detail, however 
essential it may have been. Even the better trained 
minds tended to oversimplify the nature of the task and 
leave to novices the all-important job of meshing the cogs 
and getting the machine into operation. So great was 
the pressure for results that even the most seasoned minds 
permitted themselves to believe that the painstaking ini- 
tial stages could be dimissed with scant attention from 
skilled hands. 

This condition encouraged the lack of study of each 
individual market, and led to a failure to realize that an 
open pricing technique is not a standard format to be 
applied routinely, but it must be carefully and skillfully 
adapted to the individual characteristics of each situation. 

There was an inadequate consideration of even the 
more obvious loopholes and subterfuges which in many 
cases served to wreck the plans almost before they got 
underway. 


86 See references in Federal Trade Commission Report on Open Pricing, 
70th Cong., 2d Sess., Doc. No. 226 (1929). 
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The greatest of all of the many mistakes both in point 
of its direct contribution to the failure of many of the 
plans and in its lasting contribution to the suspicions 
which were aroused with respect to the good faith of the 
whole philosophy of open pricing, lay in the general 
lack of understanding and appreciation of its underlying 
purpose. It is not unfair to state that open pricing, as it 
flowered for a brief interval under the N.R.A. codes 
was popularly understood to be but a formal cloak to 
price control. Not only was this fallacy made real by 
members of industry itself, but trade association execu- 
tives, Code Authority Representatives, and N.R.A. depu- 
ties in many instances, drew no distinction between open 
pricing in its true sense and outright price control. 

The dismal failures which resulted in case after case 
are but a reflection of this misapplication of remedies. 
The N.R.A. was in no way equipped legally or otherwise 
to administer price control, and the open price technique 
is not a vehicle through which such control can be 
achieved. 

The N.R.A. experiences have in many cases proved to 
be the most serious obstacles to the later development of 
truly open markets. The bitter disillusionment which 
grew out of the general collapse of this approach has 
been hard to live down and in many instances the chaotic 
aftermath has left a permanent scar. If these experiences 
are to mean anything in the future evolution of the “new 
competition,” certain points must be established as essen- 
tials :— 


(1) A thorough study of each particular market 
must precede the formulation of the operat- 
ing details of any open pricing plan. 

(2) Procedures in each instance should be “tailor- 
made” to fit the particular circumstances 
which the initial surveys reveal. 





THE GEORGE WASHINGTON LAW REVIEW 


(3) Full consideration should be given to the exist- 
ing habits of buyers and sellers who make up 
the market. Obvious loopholes and subterfuges 
should be anticipated and provided against. 


(4) There must be a full understanding and appre- 
ciation of the fact that an open pricing plan 
embraces buyers as well as sellers and renders 
a public service to both. The fairer price level 
of which Mr. Chief Justice Hughes spoke 
arises solely from the force of full publicity 
of the price situation and attempts to enhance 
this by procedures which confine the operation 
of the plan to sellers alone not only invites the 
censure of the law but encourages the break- 
down of the entire undertaking. 


In short, the decision to embrace the principles of open 
pricing is one that cannot be made in a cavalier manner. 
Its implications must be understood and it should be 
appreciated that its benefits flow solely from adherence 
to the principles in good faith and with honestly of pur- 
pose. A group of business men who seek the shelter of an 
open pricing plan without this full understanding of all 
that it implies, and lack the sincerity of purpose to carry 
the plan through to its logical conclusion, are embarked 
upon a venture that will prove a disappointment to them- 
selves and which will discredit the efforts of those who 
have long since relinquished the illusions of the “gentle- 
men’s agreement” in favor of a more realistic philosophy. 
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PART II 


STATUTORY BARS TO REGISTRATION 
Immoral or Scandalous Marks 
Section 5 (a) of the Act of 1905 prohibits the registra- 
tion of a mark which “consists of or comprises immoral 


or scandalous matter.” Few decisions are to be found in- 
volving this bar to registration. The Court of Customs 


and Patent Appeals considered the subject in reviewing a 
refusal to register the mark “Madonna” for wines ™ and, 
in stating the test to be applied, said: 


. we must give to the word “scandalous” its ordinary and 
common meaning; applied to the case at bar, the question is 
whether the mark “MADONNA” upon wine which is not lim- 
ited to a religious use may be held to be “shocking to the sense 
of . . . propriety” or would such use give “offense to the con- 


science or moral feelings.” 
This is the only decision of the Court of Customs and 
Patent Appeals during the period reviewed wherein the 
prohibition of section 5 (a) was interpreted and defined. 
The Commissioner applied the same test in refusing to 
permit registration of “Queen Mary” as a trade mark for 
various items of women’s underwear.” 


* For prior installment of this study see (1940) 9 Geo. Wasu. L. Rev. 142. 


78 In re Riverbank Canning Co., 37 U. S. P. Q. 268, 95 F. (2d) 327 (C. C. 
P. A. 1938). 


79 Ex parte Martha Maid Mfg. Co., 37 U. S. P. Q. 156 (1938). 
[ 317 ] 
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In neither of the above cases was the mark sought to 
be registered scandalous per se, and the two decisions in- 
dicate that a mark which would be unobjectionable for 
some uses may be objectionable for others. In the Ma- 
donna Case, supra, the court recognized this and said: 


It is therefore obvious that, in determining whether a mark 
“consists of or comprises scandalous matter” consideration must 
be given to the goods upon which the mark is used. 
The court then took notice of numerous well-known facts 
in connection with the use of wine as a beverage and con- 
cluded: 


We can readily understand that many who are accustomed to 
the use of wine as a beverage, remembering the use of it as a 
beverage in Biblical times, would not be shocked at the use of 
the word “Madonna” or a representation of the Virgin Mary as 
a trade-mark upon wine used for beverage purposes; but we also 
believe that there are many wine users who, knowing that the 
excessive use of wine is a great evil and not uncommon, would 
be shocked by such use of said mark upon wine, especially in 
view of the fact that such mark would probably be displayed, 
among other places, in barrooms. 
From the tenor of this decision, it appears that the court 
would not have considered the use of the mark in question 
scandalous if used, for example, on such goods as religious 
articles, but it did express a doubt as to the propriety of 
commercializing the name of, or a representation of, the 
Virgin Mary as a trade mark. It appears from the de- 
cision, however, that the Patent Office has already granted 
registration of the same mark to the same applicant for 
other goods that do not suggest the scandalous associations 
attributed by the court to wines. 

While it may ordinarily be necessary to consider the 
goods to which the mark is applied, as well as the mark 
itself, it is obvious that a mark can be scandalous or im- 
moral within the meaning of the statute regardless of 
the nature of the goods. For example, the court indi- 
cated in the Madonna case that 


an application to register the name of the Supreme Being as a 
trade-mark would be properly rejected under the provision of 
the statute here under consideration. 
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Section 2 (a) of the Lanham Bill contains a provision 
similar to that in section 5 (a) of the Act of 1905. The 
proposed statute, however, additionally includes “decep- 
tive marks” within its prohibitions and marks “which 
tend to disparage persons, living or dead, institutions, be- 
liefs, or national symbols, or to bring them into con- 
tempt.” It seems that the same considerations applied 
in determining whether a mark is objectionable as scan- 
dalous or immoral should also be applied in determining 
whether the additional bars specified in section 2 (a) of 
the Lanham Bill are applicable. 


Confusion in Trade—Class of Goods 


Section 5 of the Act of 1905 provides in part: 


That no mark by which the goods of the owner of the mark 
may be distinguished from other goods of the same class shall 
be refused registration as a trade-mark . . .: Provided, That 
trade-marks which are identical with a registered or known trade- 
mark owned and in use by another and appropriated to merchan- 
dise of the same descriptive properties, or which so nearly re- 
semble a registered or known trade-mark owned and in use by 
another and appropriated to merchandise of the same descriptive 
properties as to be likely to cause confusion or mistake in the 
mind of the public or to deceive purchasers shall not be regis- 
tered.*° 

If a mark is to be denied registration under the authority 
of this part of section 5, it would appear from the lan- 
guage of the section that two conditions must exist: (1) 
the mark sought to be registered and the mark relied upon 
as a basis for refusal to register must be appropriated to 
merchandise of the same descriptive properties; and (2) 
the two marks must so nearly resemble one another as to 
be likely to cause confusion or mistake in the mind of the 
public or to deceive purchasers. While the purpose of 
this part of section 5 was to prevent confusion in trade, 
probably nothing in the registration statutes has given 
rise to more confusion in determining the registrability 
of marks. To understand the administrative and judicial 


8° Italics supplied. 





320 THE GEORGE WASHINGTON LAW REVIEW 


interpretations of this section, it must be borne in mind 
that its primary purpose was to prevent confusion in the 
mind of the public. If due weight is given to this consid- 
eration, many cases which appear to be irreconcilable 
are not quite so mysterious. In the following discussion 
of the confusion in trade provision, an attempt will be 
made to point out how the Court of Customs and Patent 
Appeals and the Patent Office have interpreted the pro- 
vision. 

In Meredith Publishing Co. v. O. M. Scott & Sons 
Co.,” the Court of Customs and Patent Appeals under- 
took an extensive review of the decisions in which it had 
discussed the phrase “of the same descriptive properties,” 
and endeavored to clarify its own interpretation thereof. 
This decision is, to the writers’ knowledge, the latest ex- 
tended analysis of the subject by this court. 


In the Meredith case the court stated at the outset 
that the words “of the same descriptive properties” ought 
not to be given a construction limited by the “ordinary 
and colloquial meaning” of the words, but that a more 
flexible and liberal meaning should be given them so that, 
in so far as is possible, confusion in the mind of the pub- 
lic might be avoided. The court borrowed a definition 
of the words from an earlier decision, quoting as follows: 


The language “same descriptive properties” . . . was intended 
. . to relate to goods of the same general class, and was used 
synonymously with the term “class” used in the first part of 
that section. The words “same class” and “same descriptive 
properties” should be given “a limited or an extended meaning 
and application, according to whether or not the use of identical 
or similar trade-marks would be likely to cause confusion or 
mistake in the minds of the public or to deceive purchas- 
82 


+”? 


ers, 


In commenting on some of its earlier decisions, the court 
recognized that they contained expressions which, di- 


81 32 U. S. P. Q. 516, 88 F. (2d) 324 (C. C. P. A. 1937). 


82 See Williams Oil-O-Matic Heating Corp. v. Westinghouse Electric & 


Mfg. Co., 16 U. S. P. Q. 31, 62 F. (2d) 378 (C. C. P. A. 1932). Italics 
supplied. 
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vorced from the remainders of the opinions, might have 
indicated that the /ikelihood of confusion in trade was 
the test for determining whether goods are of the same 


descriptive properties. But the court explained that these 
cases should not be so read and said: 


When we consider the degree of similarity of the trade-marks 
and goods involved in those cases, the state of the facts and the 
general conclusions arrived at by the court, it will be seen that 
the court was endeavoring to give to the words “same descrip- 
tive properties” a reasonable application and meaning, in order 
to effectuate the purposes of the registration act, and did not 


have in mind the virtual elimination of the words from the 
statute. 


After discussing a number of its prior decisions, the court 
concluded: 


It [the court] has never announced or intended to announce 
that it considered the words “the same descriptive properties” 
should be eliminated from the law. On the contrary, it has in all 
of these cases reiterated that the primary consideration was to 
ascertain whether the goods were or were not of the same 
descriptive properties. In this ascertainment, the rule has been 


liberalized so that all factors may be considered in ascertaining 
this fact. 


With all deference to the opinion of the court, the rea- 
soning in the Meredith case appears not to be in harmony 
with the results which the court had reached and the 
language it had used in other cases.“* By way of illus- 
tration, bath salts and similar toilet goods had been held 
to possess the same descriptive properties as lockets, ciga- 


83 The following cases are of particular interest in this connection: California 
Packing Corp. v. Tillman & Bendel, Inc., 5 U. S. P. Q. 59, 40 F. (2d) 108 
(C. C. P. A. 1930); B. F. Goodrich Co. v. Hockmeyer, 5 U. S. P. Q. 30, 40 
F. (2d) 99 (C. C. P. A. 1930); Cheek-Neal Coffee Co. v. Hal Dick Mfg. 
Co., 5 U. S. P. Q. 55, 40 F. (2d) 106 (C. C. P. A. 1930); California Canneries 
Co. v. Bear Glacé Co., 7 U. S. P. Q. 139, 44 F. (2d) 866 (C. C. P. A. 1930) ; 
Decker & Cohen, Inc., v. Liebovitz Sons, Inc., 7 U. S. P. Q. 141, 46 F. (2d) 
179 (C. C. P. A. 1930); Langfield v. Solvit-All Corp., 9 U. S. P. Q. 216, 49 
F. (2d) 480 (C. C. P. A. 1931); Williams Oil-O-Matic Heating Corp. v. 
Westinghouse Electric & Mfg. Co., 16 U. S. P. Q. 31, 62 F. (2d) 378 (C. C. 
P. A. 1932) ; Vick Chemical Co. v. Central City Chemical Co., 24 U. S. P. Q. 
386, 75 F. (2d) 517 (C. C. P. A. 1935); All-American Mohawk Corp. v. 
Rollinson, 25 U. S. P. Q. 426, 77 F. (2d) 926 (C. C. P. A. 1935); In re 
Keller, Heumann & Thompson Co., Inc., 28 U. S. P. Q. 221, 81 F. (2d) 399 
(C. C. P. A. 1936); Elgin American Mfg. Co. v. Elizabeth Arden, Inc., 29 
U. S. P. Q. 539, 83 F. (2d) 681 (C. C. P. A. 1936); Three In One Oil Co. 


v. St. Louis Rubber Cement Co., Inc., 32 U. S. P. Q. 192, 87 F. (2d) 479 
(C. C. P. A. 1937). 
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rette cases, vanity cases, and the like; and lubricating 
oil had been held to possess the same descriptive proper- 
ties as a combination adhesive cement. Assuming that 
all the facts in those two cases warrant the conclusion that 
confusion in trade was likely to occur, the court reached 
the only just and desirable results, for section 5 was in- 
tended to prevent that very evil. The results, however, 
support the conclusion that the court, in fact, does rely 
primarily on the test of likelihood of confusion in trade 
in determining whether goods are of the same descrip- 
tive properties, particularly in those cases where confu- 
sion is likely even though the goods differ widely in their 
properties. The wording of the statute is unfortunate be- 
cause it sets forth an arbitrary standard by which the right 
to registration is to be measured. The court apparently 
feels that it must give lip service to the language of the 
statute, and must not read the words “same descriptive 
properties” out of the proviso, but it avoids the results 
which a rational interpretation of the words themselves 
would compel by accepting a showing of likelihood of 
confusion as strong evidence that the goods are of the 
same descriptive properties. Where the likelihood of 
confusion, viewed in the light of all the circumstances, is 
great, it appears that the goods will be held to possess 
the same descriptive properties regardless of their wide 
dissimilarity. When the purpose of the confusion in 
trade proviso is remembered, the results reached by the 
court are not mystifying. 


A more helpful way of stating the law than that 
adopted in the Meredith case would be to say that where 
substantial confusion in trade, or likelihood of confusion, 
has been established from the sale of the goods under 
identical or similar marks the goods are of the same de- 
scriptive properties within the meaning of the statute, 
though they are otherwise markedly different. Such a 
view was adopted and applied by the Court of Customs 
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and Patent Appeals in the Three In One Oil Co. case.** 
In that case the court said: 

Unquestionably it was the view of Congress . . . that con- 
fusion will not result in the concurrent use of identical or sim- 
ilar marks if the goods are not of the same descriptive properties. 
This being the view of Congress, it would seem to follow that it 
must have regarded goods as belonging to the same class or as 
having the same descriptive properties if they were so similar 
that confusion resulted or was likely to result from the concur- 
rent use of similar or identical marks in their sale. 

Although the Meredith case, supra, purported to reject 
this reasoning, it did not mention the Three In One Oil 
Co. case in that connection, in spite of the fact that the 
Three In One Oil Co. case antedates the Meredith case 
by only a little over a month and should have been still 
fresh in the court’s mind. While the same results would 
probably be reached by using the tests as stated in either 
of those cases, the Three In One Oil Co. case certainly 
contains a more understandable and practical expression 
of the principles to be followed in determining whether 
the confusion in trade bar is applicable. More recent 
cases decided by this court appear to rely on likelihood 
of confusion in trade as the controlling factor in deter- 
mining whether goods are of the same descriptive proper- 
ties, though these decisions reiterate the principle that 
the confusion in trade bar is applicable only if the goods 
are of the same descriptive properties.” 

The decisions of the Commissioner now appear to 
follow the latest trends in the decisions of the Court of 


84 32 U. S. P. Q. 192, 87 F. (2d) 479 (C. C. P. A. 1937). 


85 Barton Mfg. Co. v. Hercules Powder Co., 33 U. S. P. Q. 105, 88 F. (2d) 
708 (C. C. P. A. 1937); General Mills, Inc., v. Freed, 33 U. S. P. Q. 386, 89 
F. (2d) 664 (C. C. P. A. 1937); United Battery Mfg. Co., Ltd., v. United 
Metal Box Co., Inc., 33 U. S. P. Q. 614, 90 F. (2d) 260 (C. C. P. A. 1937) ; 
Mohawk Milk Products Co., Inc., v. General Distilleries Corp., 37 U. S. P. Q. 
197, 95 F. (2d) 334 (C. C. P. A. 1938); Carnation Co. vy. California Growers 
Wineries, Inc., 37 U. S. P. Q. 735, 97 F. (2d) 80 (C. C. P. A. 1938); Lang- 
field v. Brady, 40 U. S. P. Q. 477, 101 F. (2d) 530 (C. C. P. A. 1939); Coty, 
Inc., v. Joseph Dixon Crucible Co., 40 U. S. P. Q. 654, 102 F. (2d) 209 
(C. C. P. A. 1939); General Foods Corp. v. Casien Co of America, Inc., 44 
U. S. P. Q. 33, 108 F. (2d) 261 (C. C. P. A. 1939); Kraft-Phenix Cheese 
Corp. v. Consolidated Beverages, Ltd, 44 U. S. P. Q. 41, 107 F. - 1004 
(C. C. P. A. 1939); Lever Bros. Co. v. The Sitroux Co., inc., 44U.S. P. Q. 
357, 109 F. (2d) 445 (C. C. P. A. 1940). 
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Customs and Patent Appeals.** An interesting decision 
is California Packing Corp. v. Silver Swan Liquor 
Corp.” in which the Commissioner relied upon the 
Meredith case as authority for his conclusion that the 
goods involved were of the same descriptive properties, 
saying: 
The court has thus refused to restrict itself to a comparison of 
the essential characteristics of the goods involved in any particu- 
lar case, but has considered as well such matters as the intended 
use of the goods, their physical appearance, the type of packages 
or containers in which they are marketed, the place where and 
the class of purchasers to whom they are likely to be sold, and 
the care or lack of care that is likely to be exercised by such 
purchasers. If upon such consideration the court has believed 
confusion to be probable, it has consistently held the goods to 
be of the same descriptive properties. 
The Commissioner then cited the Three In One Oil Co. 
case as an example. Prior to the Three In One Oil Co. 
case, the decisions of the Commissioner were quite incon- 
sistent on the problem under consideration. In some cases 
the confusion in trade test was employed,” while in oth- 
ers it was rejected.” 

Of course, if the goods in a particular case are closely 
related so that they can literally be said to possess the 
same descriptive properties, no citation of authority is 
necessary to support the proposition that the confusion 
in trade clause of section 5 is to that extent satisfied, and 
that the only remaining question thereunder is whether 
the marks are confusingly similar. 

Various factors have been pointed out in the decisions 
which contribute to the likelihood of confusion and, 

86 See: General Foods Corp. v. Casien Co. of America, Inc., 38 U. S. P. Q. 
348 (1938) ; Continental Distilling Corp. v. Buston, 40 U. S. P. Q. 566 (1939) ; 
Her Majesty Underwear Co. v. Roberts, 42 U. S. P. Q. 94 (1939); P. Bal- 


lantine & Sons v. Miwa, 42 U. S. P. Q. 384 (1939); Time, Inc., v. Larson, 
42 U. S. P. Q., 469 (1939). 


87 32 U. S. P. Q. 581 (1937). 


88 Goulds Pumps, Inc., v. Hydrocarbon Co., 25 U. S. P. Q. a, ng 
ro, -Andy Specialty Co. v. Sta-Brite Products Corp., 28 U. P. Q. 238 


89 Meredith Publishing Co. v. O. M. Scott & Sons Co., 26 U. S. P. Q. 21, 
88 F. (2d) 324 (1935) ; Stanco, Inc., v. Becker Products Corp., 28 U. S. P. Q. 
83 (1935); J. C. Eno, Ltd., v. Deshayes, 29 U. S. P. Q. 179 (1936). 
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hence, which indicate that the goods should be held to 
possess the same descriptive properties in the legal sense. 
Some of these factors have been mentioned in the above 
quoted excerpts from various decisions, but a few others 
should also be noted. The following list is illustrative 
of the many considerations that are entitled to more or 
less weight according to the facts of the particular case: *° 


1. Use for which the goods are intended, 1. e., are 
the goods intended for similar uses or associated 
in use, such as an article and its container? 

. Association of the articles in the mind of the pub- 
lic. 

. Appearance of the goods. 

. Physical characteristics of the goods. 

. Size and type of packages or containers in which 
the goods are generally sold. 

. Place and manner in which the goods are gener- 
ally advertised, sold, and displayed. 

. Type or class of purchasers to whom the goods 
are sold. 

. Care exercised in purchase of such goods. 

. Relative price of the goods. 

. Diversified character of goods sold under either 
of the marks in question; e.g., if a mark is used 
on a wide variety of goods by one party, the range 
of goods of the same class would be very broad. 


90 References to the importance of the various factors listed will be found in 
the ey: cases: B. F. Goodrich Co. v. Hockmeyer, 5 U. S. P. Q. 30, 40 
F. (2d) 99 (C. C. P. A. 1930) ; Cheek-Neal Coffee Co. v. Hal Dick Mfg. Co., 
5 U.S. P. Q. 55, 40 F. (2d) 106 (C. C. P. A. 1930) ; California Packing Corp. 
v. Tillman & Bendel, Inc. 5 U. S. P. Q. 59, 40 F. (2d) 108 (C. C. P. A. 
1930) ; California Canneries Co. v. Bear Glacé Co., 7 U. S. P. Q. 139, 44 F. 
(2d) 866 (C. C. P. A. 1930); Rotex Surgical pe Ad Co. v. Kotex Co., 

7 U.S. P. Q. 192, 44 F. (2d) 879 (C. C. P. A. 1930); Langfield v. Solvit- 
All Corp., 9 U. S. P. Q. 216, 49 F. (2d) 480 (C. C. P. A. 1931); Williams 
Oil-O-Matic Heating Corp. v. Westinghouse Electric & Mfg. Co., 16 U.S. P. Q. 
31, 62 F. (2d) 378 (C. C. P. A. 1932); Three In One Oil Co. v. St. Louis 
Rubber Cement Co., Inc., 32 U. S. P. Q. 192, 87 F. (2d) 479 (C. C. PL A. 
1937) ; Barton Mfg. Co. v. Hercules Powder Co., 33 U. S. P. Q. 105, 88 F. 
ag 708 ‘ C. P. A. 1937); Beck, Koller & Co., Inc., v. Bakelite Corp., 34 

S. P. Q. 68, 90 F. (2d) 349 *, C. P. A. 1937); Gotham Silk Hosiery Co. 
: "Narrow Fabric Co., 34 U. P. Q. 296 ( 1937) ; Landon P. Smith, Inc., 
v. Osborn, 41 U. S. P. < 149 +1999) General Foods Corp. v. Casein Co. of 
America, Inc., 44 U.S. P. Q. 33, 108 F. (2d) 261 (C. C. P. A. 1939). 
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1. Motive of the late comer in adopting a similar 
mark; e. g., where the late comer is shown to have 
intentionally simulated the mark of another in 
order to capitalize upon its reputation, this is 
evidence that he deemed his goods sufficiently sim- 
ilar to those of the other that he might profit by 
resulting confusion. 

12. Classification of the goods in the Patent Office. 


All of the above listed considerations, and perhaps 
many others, may be entitled to some weight in determin- 
ing whether goods possess the same descriptive properties 
within the meaning of the statute. How much, if any, 
weight should be given to any one of them is a matter of 
opinion that must be determined in accordance with the 
particular facts in each case.” No one of them is neces- 
sarily controlling.” Where the goods are susceptible 
to a generic definition, this may be evidence that they 
belong to the same “class,” ** but it is not conclusive.” 


In inter partes proceedings it is often argued that the 
goods of the parties are sold in differently styled contain- 
ers or in different bulk. Such facts may be noticed in 
determining whether the goods are of the same descrip- 


91 Three In One Oil Co. v. St. Louis Rubber Cement Co., Inc., 32 U. S. P. Q. 
192, 87 F. (2d) 479 (C. C. P. A. 1937). 

92 General Mills, Inc., v. Freed, 28 U. S. P. Q. 108, afd, 33 U. S. P. Q. 386, 
89 F. (24) 664 (C. C. P. A. 1937); Tiffany & Co. v. H. Snyder & Sons, 
30 U. P. Q. 317 om); . sex Prune and pa cd Growers Assoc. v. 
y Ally Packing Co., Inc., 41 U. S. P. Q. 514 (1939); General Shoe Corp. v. 
Forstner Chain Corp., 42 U.S. P. Q. 162 (1939) ; Kraft-Phenix Cheese Corp. 
v. Consolidated Beverages, Ltd., 44 U. S. P. Q. 41 (1939), 107 F. (2d) 1004 
(C. C. P. A. 1939). 

93 Cheek-Neal — Co., Inc., v. Hal Dick Mfg. Co. 5 U. S. P. Q. 55, 40 

F. (2d) 106 (C. C < A. 1930); Daniels & Fisher Stores Co. v. Padi Clothes 
Co., Inc., 33 U. S. P. Q. 560 (1937); Viscol Co. v. Valvoline Oil Co., 40 
-. Ss. P. Q. 670 (1939) ; Wells & Richardson Co., Inc., v. Fan Tan Co., Inc., 
a ¥ SO hi Q. 328 (1939) ; John B. Stetson Co. v. Spear & Susskind, 42 

.. 

94 vs re Kel, Heumann & Thompson Co., Inc., 28 U. S. P. Q. 221, 81 F. 
(2d) = ay , P A. 1936) ; i goes Tetley %& Co., Inc., v. Bay State Fishing 
Co., P. Q. 34, 82 F. (2d) 299 (C. C. PL A. 1936) ; General Foods 
a v. y Ht Sugar Estates, Inc., 30 U. S. P. Q. 318 (1936) California 
Prune and Apricot Growers Assoc. v. Albany Packing Co., Inc., S. P. Q. 
514 “ot ; Universal Paper Products Corp. v. Bemis ty Bag Co., 42 

U. S. P. Q. 537 (1939). 
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tive properties, but they carry little weight.” Trade prac- 
tices such as these may be varied at will, and, since the 
registration certificate seldom carries any limitation on 
marketing practices, a registrant would not be restricted 
to any given marketing practice. 

In cancellation proceedings the respondent has some- 
times argued that the petition should be dismissed be- 
cause, at the time his mark was registered, the goods for 
which registration was granted were not considered by 
the Patent Office to possess the same descriptive proper- 
ties as the goods to which the petitioner’s mark is applied. 
This argument has been summarily disposed of by saying 
that if confusion is now likely to result from concurrent 
use of the marks of the parties on the goods in question, 
such likelihood of confusion was necessarily present at 
the time registration was sought, and, therefore, regis- 
tration should have been denied initially.” 

Finally, it should be noted that the language of the 
confusion in trade clause has the same meaning in ex parte 
proceedings as in inter partes proceedings, and no differ- 
ent treatment should be given the cases of the former 
type than is given to the latter.” 


Confusion in Trade—Similarity of Marks 


When testing the similarity of two marks by the stand- 
ards prescribed in section 5 of the Act of 1905, the pri- 
mary question is whether there is likelihood that con- 
fusion will occur from their concurrent use upon the 
goods to which they are respectively appropriated,” and 


95 Malone v. Horowitz, 5 U. S. P. Q. 157, 41 z= (2d) 414 (C. C. P. A. 1930) ; 
Federal Electric Co. v. Peddicord, 27 U. S. P. Q. 270; Barton 4 Co. v. 
Hercules Powder Co., 33 U. S. P. Q. 105, 88 F. ~~ 708 (C. C. P. A. 1937) ; 
Stanco, Inc., v. McLaughlin-Owen Co., 33 «Uz S. Q. 389 (1937) 3 ow 
Koller & Co. v. Bakelite Corp., 34 U. S. P. Q. 68, 90 F. (2d) 349 =. * P. A. 
1937); Anacin Co. v. William S. Merrell Co., 35 U. S. P. Q. 468 (1937) ; 
Pinex Co. v. Rockland Chemical Co., 39 U. S. P. Q. 324 (1938). 

96 Dwinell-Wright Co. v. White House Milk Products Co., 37 U. S. P. Q. 
= ead Atlantic Macaroni Co., Inc., v. Martorelli, 39 U. S. P. Q. 76 
(1938). 

97 In re Keller, Heumann & Thompson Co., Inc., supra note 94. 

98 Borden’s Cheese Co., Inc., v. Challenge Cream & Butter Assoc., 29 U. S. 
P. Q. 47 (1936). 

6 
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not whether confusion has in fact already occurred.” 
Since it is obvious that mistakes in the selection of goods 
will occasionally be made by careless purchasers when 
only the most trivial similarities exist between the marks 
by which they are identified, proof of one or more in- 
stances of actual confusion is not always significant.’ 
Where the likelihood of confusion is otherwise manifest, 
failure to prove any instances of actual confusion is quite 
immaterial,” and in such a case, affirmative proof that 
there has been no actual confusion will probably be given 
little weight.” It has frequently been recognized, how- 
ever, that proof of instances of actual confusion is per- 
suasive that there is likelihood of confusion, and such 
proof may swing the balance in a doubtful case." 


In order to answer the question whether there is like- 
lihood that confusion will occur, it is necessary to know 
what kind of purchasers the statute intended to protect 
from deception. In Skram Co. v. Bayer Co., Inc.,"* de- 
cided by the Court of Customs and Patent Appeals in 
April, 1936, it was stated: 


We do not find in the statute any reference to “the casual 
observer.” The statute refers to confusion or mistake “in the 
mind of the public” and to the deception of purchasers. 


It appears from this statement that the court considered 
that confusion of the ordinary or average purchaser was 
what the statute sought to prevent. On reconsideration 


99 E-Z Mills, Inc., v. Martin Brothers Co., 37 U. P. Q. 199, 95 F. Ag 
269; D. J. Bielzoff_ Products Co. v. White Horse Dastiliesys, Ltd., 43 U 
P. Q. 397, 107 F. (2d) 583 (C. C. P. A. 1939). 

100 Vick Chemical Co. v. Thomas Kerfoot & Co., Ltd. 27 U. S. P. Q. 393, 
80 F. (2d) 73 ~ P. A. arian _— States Gypsum Co. v. Wilbur & 
Williams Co., 28 U. S. P. Q. 544 36). 

101 United States Pdi Co. v. al & Williams . oe . Ss. P. Q. 
544; Hanover Rubber Co. v. Auburn Rubber Co., 38 U. P. Q. "421, aff'd, 
43 U. S. P. Q. 395, 107 F. (2d) 588 (C. C. P. A. '1939). 

102 Ex parte United Shoe Stores Co., Inc., 29 U. S. P. Q. 50 (1936); Au- 
burn Rubber Corp. v. Hanover Rubber Co., supra note 101. 

103 Proctor & Gamble Co. vy. J. L. Prescott Co., 25 U. S. P. Q. 253, 77 F. 
(2d) 98 (C. C. P. A. 1935); Pepsodent Co. v. Comfort Mfg. Co., 29 U. S. 
P. Q., 601, 83 F. (2d) 906 (C. C. P. A. 1936); E. C. DeWitt & Co., Inc., v. 
Brewer & Co., Inc, 31 U. S. P. Q. 163 (1936). 

10429 U. S. P. Q. 142, 82 F. (2d) 615 (C. C. P. A. 1936). 
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105 


of its decision,“’’ however, the court deleted the above 
quoted remarks from its original opinion and acknowl- 
edged that 


in many decisions of this and other courts confusion or probabil- 
ity of confusion, of the casual observer has been recognized as an 
important element to be considered in construing and applying 
the statute. 


But in December, 1939, the court made it clear that con- 
fusion of the casual purchaser was more than just one 
element to be considered and stated that the test of con- 
fusing similarity is 

whether a “casual purchaser” would be likely to be confused by 


the concurrent use of the marks on the goods of the respective 
parties.°* 


The decisions of the Commissioner, both before and af- 
ter the decision in the Skram Co. case, supra, have fol- 
lowed this test with reasonable consistency.” 


The conception of the “casual purchaser” in the law 


of trade marks is as elusive as the conception of the “rea- 
sonably prudent man” in the law of torts. It appears 
that this imaginary person, however, is the one the Patent 
Office and the courts are seeking to protect. Presumably 
he is a person more easily confused or deceived than the 
careful purchaser, or even the ordinary purchaser, but 
perhaps less easily confused or deceived than the care- 
less purchaser. 

In determining whether the casual purchaser might be 
deceived, it is proper to consider the class of purchasers 
to whom the particular goods are sold. If the goods are 
often purchased by children, the likelihood of confusion 
is obviously greater than if they are purchased largely by 


105 29 U. S. P. Q. 612, 84 F. (2d) 392 (C. C. P. A. 1936). 


106 DT), J. Bielzoff Products Co. v. White Horse Distilleries, Ltd., 43 U. S. 
P. Q. 397, 107 F. (2d) 583 (C. C. P. A. 1939). 

107 Joseph Dixon Crucible Co. v. Harris, 27 U. S. A Q. 45 Seat Kraft- 
Phenix Cheese Corp. v. Von Allmen Preserving Co., Inc., 28 U. P. Q. 486 


(1936) ; Borden Quality, Inc., v. Blue Valley Creamery Corp., 31 Su. S. P. Q. 
168 (1936). 
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adults.’ If the goods carry names of a technical char- 
acter and are purchased largely or exclusively by special- 
ists in the field to which they pertain, it might be proper 
to permit greater similarity of their identifying marks 
than would ordinarily be tolerated.’ On the other hand, 
if such goods are purchased both by specialists and by 
persons having no technical knowledge, the attitude of 
the Commissioner appears to be that the latter class should 
be protected.’ Since the field from which trade marks 
may be chosen is so vast, this attitude is fitting. 


The Act of 1905 authorizes the registration of marks 
which are capable of distinguishing the goods of the 
applicant from other goods of the same class, and it has 
frequently been held that the goods to which the marks 
are appropriated, as well as the marks themselves, should 
be considered in determining the likelihood of confusion. 
Thus, a finding that confusion is not likely to occur is 
often predicated on the cumulative differences in the 
marks and the goods.’ Conversely, even though the 
marks are distinctly different in some respects, the fact 
that the goods are identical or closely related has been 
given considerable weight in finding that the marks are 
apt to be confused when used on such goods.’” In gen- 


108 er v. Seiling, 35 U. S. P. Q. 132 (1937) ; Coca-Cola Co. v. Fooks, 
39 U.S. P. Q. 72. 

oa D. Caulk Co. v. Lee S. Smith & Son Mfg. Co., 39 U. S. P. Q. 30 
(1938). 


110 Schering Corp. v. Perry, 38 U. S. P. Q. 548 (1938). 


111 The following cases supporting this proposition are but a few of many 
that could be cited: Vick Chemical Co. v. Central i! Chemical Co., supra 
note 83; Colgate-Palmolive-Peet Co. v. Royer, 26 U. P. Q. 303 (1935) ; 
Dow Chemical Co. v. Interstate Amiesite Co., Inc., 29 u S. P. Q. 496 (1936) : 
Red Star Yeast and Products Co. v. Star Biscuits of America, Inc., 35 U. S. 
P. Q. 285 (1937); E-Z Mills, Inc., v. Martin Bros. Co., 37 U. S. P. Q. 199, 

F. (2d) 269 (C. C. P. A. 1938); Affiliated Products, Inc., v. Crazy Water 
Co., 42 U. S. P. Q. 22, 104 F. (2d) 366 (C. C. P. A. 1939); American Enka 
Corp. v. Velveray Corp. of America, 43 U. S. P. Q. 154 (1939); McKesson 
& Robbins, Inc., v. Vick Chemical Co., 44 U. S. P. Q. 78 (1939). 


112 A. F. Part, Inc., v. Sormani, 27 U. S. P. Q. 417, 80 F. (2d) 78 (C. C. 
P. A. 1935); Kroger Grocery & Baking Co. v. Blue Earth Canning Co., 33 
U. S. P. Q. 137, 88 F. (2d) 725 (C. C. P. A. 1937); Ex parte Universal 
Motor Oils Co., 37 U. S. P. Q. 227 (1938) ; Winter & Co., Inc., v. Gulbransen 
Co., 41 U. S. P. Q. 789; Black Flag Co. v. Ford Hopkins Co., 43 U. S. P. Q. 
154 (1939). 





wm 


_~ MD Mm CP Ww QQ =e FPS ~ 


Oo =m er O OO NM 





TRADE MARK REGISTRATION—LANHAM BILL 331 


eral, the same factors that are considered in determining 
whether goods are of the same descriptive properties 
should be taken into account along with the differences 
and similarities in the marks.’’* For example, the cir- 
cumstances under which the goods are sold, the manner 
in which they are packaged, whether they are products 
of the same basic industry, and whether they are relatively 
costly and are commonly selected with care and discrimi- 
nation, are important considerations in determining the 
care with which trade marks for such goods would be 
scrutinized and their differences noted. 

Whether there is likelihood of confusion between two 
marks is largely a matter of opinion,’” and it has properly 
been said that no general rule for deciding the question 
can be formulated.’*® Nevertheless the decisions are full 
of broad statements that appear to be laid down as rules 
of general application, and some of these statements have 
been repeatedly enunciated by both the Commissioner 
and the Court of Customs and Patent Appeals. With but 
few exceptions, however, it is necessary to limit their 
application to the precise facts involved in the decision 
in which they originated. The truth of this observation 
can be no better substantiated than by a comparison of the 
many statements that have been made as to the mental 
gymnastics to be performed in determining the probability 
or improbability that confusion of purchasers will result 
from the concurrent use of two marks. 

113 See subsection entitled Confusion in Trade—Class of Goods, supra, 
and compare the following cases with those cited in note 90 supra: A. F. Part, 
Inc., v. Sormani, supra note 112; Battle Creek Food Co. v. Wasserman, 28 
U. S. P. Q. 403; John Morrell & Co. v. Harmonsburg Creamery Co., Inc., 31 
U. S. P. Q. 99 (1936); Williams Oil-O-Matic Heating Corp. v. United Furnace 
Engineering Co., Inc., 33 U. S. P. Q. 206, 88 F. (2d) 719 (C. C. P. A. 1937); 
Kelvinator Corp. v. Norge Corp., 36 U. S. P. Q. 319, 94 F. (2d) 384 (C. C. 
P. A. 1938) ; Penzoil Co. v. Hercules Powder Co., 40 U. S. P. Q. 184 (1938) ; 
Kelvinator Corp. v. Coolerator Co., 42 U. S. P. Q. 338 (1939); Black Flag 
Co. v. Ford Hopkins Co., 43 U. S. P. Q. 154 (1939). 

114 Younghusband vy. Kurlash Co., Inc., 36 U. S. P. Q. 323, 94 F. (2d) 230 
(C. C. P. A. 1938); Forest City Mfg. Co. v. Forest Garment Co., 43 U. S. 


P. Q. 155 (1939); Auburn Rubber Corp. v. Hanover Rubber Co., supra 
note 101. 


115 J” re Southern Metal Products Corp., 39 U. S. P. Q. 440, 99 F. (2d) 
761 (C. C. P. A. 1938). 
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It appears from a review of many decisions to be a set- 
tled doctrine that marks should be compared in their 
entireties and should not be dissected for the purpose of 
finding specific similarities or differences."* It also ap- 
pears to be settled that a side-by-side comparison of marks 
is improper.’ The apparent purpose of these two rules 
is to prevent reliance upon specific similarities or differ- 
ences which would probably not be noticed by the casual 
purchaser viewing the marks on different occasions in dif- 
ferent stores. The purchaser sees the marks in their en- 
tireties, and he frequently does not see them displayed 
side-by-side on a shelf or counter in such manner that they 
can be readily compared. The question is whether a pur- 
chaser would be likely to be confused under such circum- 
stances and purchase one brand of goods under the belief 
that he was obtaining another, or that it came from the 
same source as other goods with which he is familiar. 
Obviously, any rule which will assist one to consider two 
marks as they would impress the purchaser is a desirable 
one in so far as it can be followed in practice. Though 
difficult to apply, the two rules mentioned above appear 
to be safe and valuable guides for general use. 

In Miles Laboratories v. Pepsodent Co.,’* the Court of 


116 Vick Chemical Co. v. Thomas Kerfoot & Co., Ltd., 27 U. S. P. Q. 393, 
80 F. (2d) 73 (C. C. P. A. 1935); Pepsodent Co. v. Comfort Mfg. Co., supra 
note 103; Respro, Inc., v. Greenebaum Tanning Co., 31 U. S. P. Q. 23 (1936) ; 
Respro, Inc., v. Gutmann & Co., 31 U. S. P. Q. 63; Skelly Oil Co. v. Powerine 
Co., 32 U. S. P. Q. 51, 86 F. (2d) 752 (C. C. P. A. 1936); Ex Lax, Inc., v. 
Huitt, 33 U. S. P. Q. 50 (1937); Dearborn Supply Co. v. International Pul- 
verizing Corp., 33 U. S. P. Q. 52 (1937); Riegel Paper Corp. v. Port Huron 
Sulphite & Paper Co., 33 U. S. P. Q. 108 (1937); Coca-Cola Co. v. Fooks, 
39 U. S. P. Q. 72 (1938); D. J. Bielzoff Products Co. v. White Horse Dis- 
tilleries, Ltd., supra note 106; cf. United States Gypsum Co. v. American 
Gypsum Co., 37 U. S. P. Q. 228 (1938), in which the Commissioner said: “It 
is more permissible to dissect design marks for comparison than to dissect word 
marks. . . .” This distinction between the proper treatment of word marks 
and design marks may have been proper in the particular case, but its applica- 
bility in other cases would depend entirely upon the circumstances. There ap- 
pears to be no justification for the Commissioner’s generalization. 


ae” D. J. Bielzoff Products Co. v. White Horse Distilleries, Ltd., supra note 
1 


11841 U. S. P. Q. 738, 104 F. (2d) 205 (C. C. P. A. 1939). See also: Bon 
Ami Co. v. McKesson & Robbins, Inc.. 36 U S. P. Q. 260, 93 F. (2d) 915 
(C. C. P. A. 1938); Younghusband v. Kurlash Co., Inc., supra note 114; Ex 
Parte Hudson’s Bay Co., 36 U. S. P. Q. 458 (1938); Pure Oil Co. v. Pep 





TRADE MARK REGISTRATION—LANHAM BILL 333 


Customs and Patent Appeals stated what may be consid- 
ered a modification of the rule that marks should be com- 
pared in their entireties: 

While it is true that in comparing trade-marks used upon 
goods of the same descriptive properties they may be considered 
in their entireties, it is not true that equal importance must in 
all cases be given to every part of a mark. To so hold could 
result in a destruction of valuable trade-marks by adding descrip- 
tive words thereto. 

This court made a similar statement in California Prune 
and Apricot Growers Association v. Dobry Flour Mills'* 
and added the comment that this principle “does not 
conflict with the rule that marks must be considered in 
their entirety.” It is obviously true that one may view 
a mark in its entirety without being as much impressed 
by some parts as by others. That is the reason for con- 
sidering marks in their entireties, and the court’s obser- 
vation, therefore, seems to be merely an attempt to clarify 
the broader rule by explaining that similarities in the 
dominating parts of two marks may far outweigh more 
numerous but less outstanding dissimilarities. 


One type of mark which has frequently prompted dis- 
cussions as to the relative weight to be attached to differ- 
ent features is that in which one or more features are 
disclaimed. The Court of Customs and Patent Appeals 
has expressed its policy in such cases quite consistently, 
holding that such marks must still be considered in their 
entireties, irrespective of disclaimers,’ but that dis- 
claimed descriptive features can never constitute the 


Boys, 37 U. S. P. Q. 412 (1938); Continental Distilling Corp. v. “Big 4” 
Distilleries, Inc., 37 U. S. P. Q. 457 (1938) ; Central Soya Co. v. Staley Milling 
Co., 40 U. S. P. Q. 569 (1939) ; California Prune and Apricot Growers Assoc. 
v. Dobry Flour Mills, 40 U. S. P. Q. 616, 101 F. (2d) 838 (C. C. P. A. 
1939); Hillerich & Bradsby Co v. Northwestern Sporting Goods Co., 41 
U. S. P. Q. 113 (1939) ; Lewis v. New Way Hosiery Co., 41 U. S. P. Q. 624; 
Sterling Products v. Dandro-Nox, 42 U. S. P. Q. 391 (1939). 

119 40 U. S. P. Q. 616. See also, Auburn Rubber Corp. v. Hanover Rubber 
Co., supra note 101. 


120 Joseph Tetley & Co., Inc. v. Bay State Fishing Co., 29 U. S. P. Q. 34, 
82 F. (2d) 299 (C. C. P. A. 1936); Coca-Cola Co. v. Corn Products Refining 
Co., 36 U. S. P. Q. 296 (1938), aff'd, 41 U. S. P. Q. 513, 103 F. (2d) 385 
(Cc. CP. A, 1999). 
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dominant part of a mark.’ It may be proper to say that 
disclaimed descriptive features (or disclaimed features of 
any other type) can never constitute the dominant part 
of a mark in the sense that they should not be given greater 
importance than all other features, but to say that they 
may not be given as great weight as other features when 
the nature of the mark so demands would be inconsistent 
with the broader and more fundamental principles al- 
ready discussed. If a disclaimed feature constitutes a 
prominent part of a mark and is so displayed that the 
casual purchaser would understand it to have trade mark 
significance, it might well contribute as much to the like- 
lihood of confusion with a similar mark as other fea- 
tures not disclaimed. 

Attention should be called to apparent inconsistencies 
to be found in the decisions of the Commissioner on this 
subject. In American Sales Book Co., Ltd. v. United 
Autographic Register Co., the Commissioner said that 
“disclaimed features must be given the same weight as 
features not disclaimed.” **’ In Belding Heminway Co. 
v. E. P. Reed & Co.’ he said that disclaimed or descrip- 
tive parts may not properly be disregarded. But in Kel- 
logg Co. v. Hampton Cracker Co., Inc.,'™ he stated that 
certain disclaimed portions of the marks under considera- 
tion might be disregarded. In the latter case the Commis- 
sioner appeared to rely on the decision of the Court of 
Customs and Patent Appeals in American Brewing Co., 
Inc. v. Delatour Beverage Corp.,'” but that decision clear- 
ly is no authority for the proposition that disclaimed por- 


121 American Brewing Co., Inc. v. Delatour Beverage Corp., 40 U. S. P. Q. 
173, 100 F. (2d) 253 (C. C. P. A. 1938). 

122 34 U. S. P. Q. 82 (1937). See also, Popsicle Corp. of the United States 
v. Bersia, 29 U. S. P. Q. 180 (1936). 

123 36 U. S. P. Q. 298 (1938). See also: Ex parte United Shoe Stores Co., 
Inc., 29 U. S. P. Q. 50 (1936); Hiram Walker & Sons, Ltd. v. W. & H. 
Walker, Inc., 32 U. S. P. Q. 163 (1937); Soft-Lite Lens Co., Inc. v. Martin’s 
Opthalmic Optician Optical Co., 34 U. S. P. 2. 80 (1937); Vogue Mfg. Co. 
v. Modern Merchandising Bureau, Inc., 39 U. S. P. Q. 75 (1938). 

12442 U. S. P. Q. 476 (1939). 


125 49 U. S. P. Q. 173 (1939). 
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tions of marks may be disregarded. The apparent incon- 
sistency of many of the Commissioner’s decisions lies not 
so much in the results reached as in his attempts to support 
those results with rules of general application. Where 
the decision of an issue is so much a matter of judgment, 
based on all the facts of the particular case, rules should 
be applied with caution and generalizations avoided. 

The types of marks which appear to have given the 
most trouble are those which are differently constructed on 
the same prefix or suffix. Other than the rules already 
discussed, no general principles are known which can be 
applied to all such cases. Numerous decisions involving 
marks of this nature contain references to so-called settled 
principles, but any attempt to reconcile these principles 
with the results reached in different cases is futile.*** The 
proper result in any particular case can only be deter- 
mined by a consideration of all the surrounding circum- 
stances and the exercise of judgment tempered by expe- 
rience. Insofar as they may be applicable to a given case, 
the considerations hereinafter discussed may assist in 
reaching a correct solution. 

The features of marks that are most significant in de- 
ciding the issue of confusing similarity are meaning, ap- 
pearance, and sound. All three are of great importance, 

126 The following marks were held to be confusingly similar: “King Kola” and 
“Coca-Cola” [Coca-Cola Co. v. King Kola Co., 33 U. S. P. Q. 558 (1937)]; 
“Dextra Cola” and “Coca-Cola” [Corn Products Refining Co. v. Coca-Cola 
Co., supra note 120]; “Lucky Club Cola” and “Coca-Cola” [Coca-Cola Co. 
v. Lucky Club, Inc., 46 U. S. P. Q. 554 (1940)]; “Pearledent” and “Pepso- 
dent” [Pepsodent Co. v. Comfort Mfg. Co., supra note 103]; “Economaster” 
and “Electromaster” [Ex parte Southern Metal Products Corp., 33 U. S. P. Q. 
561 (1937)] “Flushtex” and “Sani-Flush” [Hygienic Products Co. v. United 
Products Co., 33 U. S. P. Q. 394 (1937)]; “Dixiana” and “Dixie Belle” 
[Continental Distilling Co. v. Century Distilling Co. 34 U. S. P. Q. 132 
(1937)]; “Goth-Cuna” and “Valcuna” [New York Knitting Mills, Inc. v. 
Gotham Knitting Mills, Inc., 37 U. S. P. Q. 459 (1938)]. Compare the fore- 
going marks with the following which were held not to be confusingly similar: 
“Rex Seltzer” and “Alka Seltzer” [Miles Laboratories, Inc. v. United Drug. 
Co., 40 U. S. P. Q. 570 (1939)]: “Pepso Seltzer” and “Alka Seltzer” [Miles 
Laboraties, Inc. v. Pepsodent Co. 41 U. S. P. Q. 738, 104 F. (2d) 205 
(C C. P. A. 1939)]; “Zubodent” and “Pepsodent” [Pepsodent Co. v. Ban- 
chefsky, 28 U. S. P. Q. 485 (1936)]: ‘“Mintsodent” and ‘“Pepsodent” [Pepso- 
dent Co. v. Buxton, 31 U. S. P. Q. 100 (1936)]; “Chocodent” and “Pepsodent” 


[Pepsodent Co. v. Lederer, 33 U. S. P. Q. 559 (1937)]: “Kurlash” and “Star- 
lash” [Younghusband v. Kurlash Co., Inc., supra note 114]. 
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and they must generally be considered together and their 
cumulative effect analyzed.’ It does not follow, how- 
ever, that likelihood of confusion may be found only 
where a combination of similarities in all these features 
exists." Numerous decisions may be found in which 
similarities or dissimilarities in but one of these features 
have been largely controlling.’* 





127E, I. Runner Co. v. W. F. Young, Inc., 25 U. S. P. Q. 392, 77 F. (2d) 
638 (C. C. P. A. 1935); Yeasties Products, Inc. v. General Mills, Inc., 25 
U. S. P. Q. 393, 77 F. (2d) 523 (C. C. P. A. 1935); Kroger Grocery & Bak- 
ing Co. v. Blue Earth Canning Co., 33 U. S. P. Q. 137, 88 “. i. 725 
oS C. P. A. 1937); Ex parte Celanese Corp. of America, 41 U. P. Q. 36 
(1939). 


128 McKinnon & Co. v. HyVis Oils, Inc., 33 U. S. P. Q. 210, 88 F. (2d) 699 
(C. C. P. A. 1937). 


129In the following cases, meaning or significance of the marks was the 
primary consideration in holding that they were confusingly similar: General 
Sports Mfg. Co. v. North British Rubber Co., Ltd., 27 U. S. P. Q. 149 ag § 
Kraft-Phenix Cheese Corp. v. Van Allmen Preserving Co., 28 U. 
486 (1936); Crescent Mfg. Co. v. National Sugars, Inc., 28 U. S. e 0. "543 
(1936) ; Green River Distilling Co., Inc. v. Majestic Distilling Co., 31 
U. S. P. Q. 101 (1936); Borden Quality, Inc. v. Blue Valley Creamery Corp. 
31 U. S. P. Q. 168 (1936); White Horse Distillers, Ltd. v. Berson, 36 
U. S. P. Q. 208 (1938); Florida Citrus Canners Codperative v. California 
Fruit Growers Exchange, 37 U. S. P. Q. 196, 95 F. ey me (6. C. F..A. 
1938); Charles Karr Co. v. Stearns Foster Co., 39 U. S. P. Q. 291. Cf. the 
following cases in which the significance of the marks th held not to be of 
controlling importance: Federal Gauge Co. v. C. F. Burgess Laboratories, 
Inc., 33 U. S. P. Q. 441 (1937); Ace Fastener Co. v. E. H. Hotchkis Co., 39 
U. S. P. Q. 500 (1938). Similarity in the significance of two marks appears 
to be of particular importance where the later use has merely transposed, or 
translated into a different language, the words in the mark of the earlier user. 
See, e.g., Ex parte Maison Blanche Co., 34 U. S. P. Q. 33 (1937). Similarity 
in appearance alone does not appear to be a particularly sound ground for hold- 
ing two marks confusingly similar, except, of course, where symbols or pictures 
constitute the dominant feature; but see: McKinnon & Co. v. HyVis Oils, Inc., 
supra note 128. However, similarities or dissimilarities in appearance are often 
relied upon as a material contributing factor in determining whether two marks 
are confusingly similar; see ¢.g., Ex parte Celanese Corp. of America, 41 

.S. P. Q. 36 (1939). In the following cases, sound of the words was the 
primary consideration in holding marks to be confusingly similar: Marion 
Lambert, Inc. v. O’Connor, 32 U. S. P. O. 41, 86 F. (2d) 980 (C. C. P. A. 
1936) ; Ex parte Dutch Maid Ice Cream Co., 32 U. S. P. Q. 260; E-Z Mills, 
Inc. v. Martin Bros. Co., supra note 111; Hillerich & Bradsby Co. v. North- 
western Sporting Goods Co., 41 U. S. P. Q. 113; Maggi Co., Inc. v. S. Suzuki 
& Co. of New York, Ltd., 43 U. S. P. Q. 418. In this same connection, the 
case of B. Altman & Co. v. Lubin-Weeker Co., Inc., 42 U. S. P. Q. 528 (1939), 
is of interest because of a statement by the Commissioner that there is no 
such thing as a correct cue for a trademark; see also: American 
Products Co. v. Leonard, 11 U. P. Q. 184, 53 F. (2d) 894 (C. C. P. A. 
1931). Even where the similarity in sound results from mere phonetic resem- 
blance, the spelling being different, “ similarity may be controlling; see: 
Ex parte Lehman Bros., Inc., 40 U. S. P. Q. 254 (1939); cf. Oakite Products, 
Inc. v. H. Kirk White & Co.. 43 U. S. P. Q. 409, 107 F. (2d) 590 (C.C. PLA 
1939). Similarity in sound has been given particular weight where the goods 
to which the marks are appropriated are commonly ordered by word of mouth: 
see: HyVis Oils, Inc v. Petroleum Products Storage Co., 28 U. S. P. Q. 87 
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The degree in which a mark is arbitrary or unusual and 
the extent to which the product with which it is associated 
is used in everyday life have been recognized as having 
a bearing on the likelihood of confusion in a statutory 
sense. *° In Bon Ami Co. v. McKesson & Robbins, Inc.,” 
the Court of Customs and Patent Appeals held that when 
a mark is widely known and is unusual in its arbitrary 
character, and the product is in everyday use, the mark 
is more susceptible to confusion with a similar mark than 
under other circumstances. While this consideration may 
have been given some weight by the court in deciding 
that the involved marks were confusingly similar, there 
was another circumstance in the case of considerable im- 
portance. A comparison of the marks indicated that the 
later user may have been attempting to trade on the good 
will that the first user had created in an arbitrary word 
through extensive advertising and large scale, nationwide 
sales over a period of many years. The court was appar- 
ently influenced by a desire not to assist an applicant to 
dilute the distinctiveness of a well known and valuable 
mark owned by another. A similar attitude toward at- 
tempts to capitalize on the good will built up by another 
is to be found in refusals to register marks where the 
applicant has appropriated a prominent and essential fea- 


(1935); John Walker & Sons, Ltd. v. W. & H. Walker, Inc., 30 U. S. P. Q. 
375 (1936); L. N. Renault & Sons, Inc. v. Etablissemente Leon Rigault, 31 
U. S. P. Q. 101 (1936); Hiram Walker & Sons, Ltd. v. W. & H. Walker, 
Inc., 32 U. S. P. Q. 163 (1937); United Battery Mfg. Co., Ltd. v. United 
Metal Box Co., Inc., 33 U. S. P. Q. 614, 90 F. (2d) 260 (C. C. P. A. 1937) ; 
Englander v. Continental Distilling Co., 37 U. S. P. Q. 264, 95 F. (2d) 320 
(Cc. C. P. A. 1938); Lewis v. New Way Hosiery Co., 41 U. S. P. Q. 624 
(1939); cf. Frankfort Distilleries, Inc. v. Kasko Distilleries Prod. Corp., 40 
U. S. P. Q. 630 (1939). 


130 See: Crystal Corp. v. Manhattan Chemical Mfg. Co., 25 U. S. P. Q. 5, 
75 F. (2d) 506 (C. C. P. A. 1935), involving marks which consist merely of 
a series of arbitrarily arranged letters: cf. Helen Shy-Man-Ski & Sons v. 
S. S. S. Co. 23 U. S. P. Q. 286, 73 F. (2d) 624 (C. C. P. A. 1934). See 
also: Ex parte National Research Products Co., 35 U. S. P. Q. 466 (1937) ; 
Continental Distilling Corp. v. “Big 4” Distilleries, Inc., 37 U. S. P. Q. 457 
(1938); N. Y. Knitting Mills, Inc. v. Gotham Knitting Mills, Inc., 37 
U. S. P. Q. 459 (1938); Oakite Products, Inc. v. H. Kirk White & Co., 39 
U. S. P. Q. 28 (1938). 


131 36 U. S. P. Q. 260, 93 F. (2d) 915 (C. C. P. A. 1938). 
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ture of the mark of another,’ or where he has bodily 
appropriated the mark of another as an essential feature 
of his own mark.” 

A more liberal attitude toward the later user has been 
indicated where the earlier user has exercised no inge- 
nuity, but has selected a naturally descriptive term and 
merely added an arbitrary suffix. It has been expressly 
stated by the Commissioner that, in such a case, a later 
user may have a right to build differently upon the de- 
scriptive term—but the force of this statement was mate- 
rially lessened by the important qualification “providing 
the difference avoids likelihood of confusion.” *** This 
decision does not state that the tests of confusing similarity 
will be less strictly applied against the later user in such 
a case, and it probably should not be so interpreted, for, 
if confusion appears to be likely, it should be prevented 
regardless of the nature of the marks. 

Applicants have frequently pointed to large numbers 
of registered marks which are as much like the mark of 
an opponent, or mark applied as a reference, as is the one 
sought to be registered, or have argued that part of the 
opponent’s mark is not distinctive. The decisions are uni- 
form to the effect that this circumstance should be given 
little, if any, weight. The position taken by the Com- 
missioner and by the Court of Customs and Patent Ap- 
peals is that the same tests should still be applied in 
determining the likelihood of confusion. It has fre- 
quently been stated that mistakes made in the past do not 


132 Ex parte Kalash, 28 U. S. P. Q. 28; Corn Products Refining Co. v. 
Coca-Cola Co., supra note 120. 


133 Handy-Andy Specialty Co., Inc. v. Sta-Brite Products Corp., 28 U. - hy Q. 
238 (1936); Eastman Kodak Co. v. Qualtop Beverages, Inc., 35 U. P. Q. 
378 (1937); Ex parte W. J. McCahan Sugar Refining & F Aacthy Co., 38 
U. S. P. Q. 195 (1938); El Dorado Refining Co. v. Standard Oil Co. of New 
Jersey, 39 U. S. P. Q. 288 (1938); Lever Bros. v. Butler Mfg. Co., 40 
U. S. P. QO. 500 (1939) ; Central Soya Co. v. Staley Milling Co., 40 U. S. P. Q. 
569 (1939); Lever Bros. Co. v. Sitroux Co., Inc., 44 U. S. P. Q. 357, 109 F. 
(2d) 445 (C. C. P. A. 1940); cf. John Morrell & Co. vy. Harmonsburg Cream- 
ery Co., Inc., 31 U. S. P. Q. 99 (1936). 

134 Ex parte National Research Products Co., 35 U. S. P. Q. 466 (1937): 
cf. California Prune and Apricot Growers Assoc. v. Albany Packing Co., 41 
U. S. P. Q. 514 (1939). 
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justify repeating the errors, and that to perpetuate such 
mistakes would create confusion worse confounded.*” In 
a recent case,’** such a situation was forestalled by the 
Court of Customs and Patent Appeals when it consid- 
ered the numerous variations of an opposer’s mark for 
which registration might be sought in the future should 
the mark of the applicant be registered. Referring to 
the possible variations, the court said: 

That the use and registration of such marks on alcoholic bev- 

erages would destroy the value of appellee’s registered marks, 

is SO apparent as to require no discussion. 
It appears that great weight was given to this considera- 
tion in holding the involved marks to be confusingly sim- 
ilar. 

The Commissioner has indicated that, when two marks 
consists of single words, the likelihood of confusion is 
greater if the beginnings of the words are similar than if 
the endings are similar.’ He has also indicated that, 
when marks under consideration consist of a plurality of 
words, nouns may be of greater importance than their 
modifying adjectives." The above observations of the 
Commissioner are examples of attempts to state the de- 
cisions in particular cases as rules of general application, 
and it is doubted that they can be accepted as reliable 
guides. An excellent example of the fallibility of the 
first mentioned rule is the decision of the Commissioner 

135 United States Gypsum Co. v. Wilbur & Williams Co., r U. $F. & 
544 (1936), citing MacEachen v. Tar Products Corp., 5 U. P. Q. 505, 41 
F. (2d) 295 - C. P. A. 1930); American Woolen Co. v. H. ec & Son, 
Ine, 22 U. S. P. O. i. (1936); White Horse Distilleries, Ltd. v. Ebling 
yg 4 Co., Bs #2 U.S. P. Co. 238 (1936); Skelly Oil Co. v. Powerine Co., 
32 U. S. P. Q. 51, 86 F. (od) 752 (C. C. P. A. 1936); Ex-Lax, Inc. v. Huitt, 
33 U. S. P. Q. 50; George E. Breon & Co. v. Aronovic, 33 U. S. P. Q. 390 
(1937) ; Pillsbury Flour Mills Co. v. Roanoke City Mills, Inc., 38 U. S. P. Q. 
423 (1938); S. Pfeiffer Mfg. Co. v. Reed Drug Co., Inc., 42 U. S. P. Q. 386 
(1939); R. H. Macy & Co., Inc. vy. Marshall Field & Co., 42 U. S. P. Q. 


538 (1939). 
136 TP). J. Bielzoff Products Co. v. White Horse Distilleries, Ltd., supra note 


106. 
137 Joseph Dixon Crucible Co. v. Harris, 27 U. P. Q. 45 doy f Address- 
ograph-Multigraph Corp. v. Elliott Addressing Machiee Co.,, 4 VU. S. P. Q. 
262 (1937). 

138 Fx parte Hudson’s Bay Co., 36 U. S. P. Q. 458; Continental Distilling 
Corp. v. “Big 4” Distilleries, Inc., 37 U. S. P. Q. 457 (1938). 
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in Sparklets Corp. v. Sparkletts Drinking Water Corp.,”* 
in which it was held that “Sparkeeta” for carbonated bev- 
erages was not confusingly similar to “Sparklets” for cov- 
ered siphons and bulbs for containing compressed gas 
used in making carbonated water. 


When the marks being compared are comprised large- 
ly or solely of design features, appearance obviously be- 
comes of primary importance. In such cases the impres- 
sion of the marks upon the eye is the only reliable test 
of similarity.“° But if two such marks differ from each 
other only in color, registration of one will probably be 
refused regardless of how outstanding the color may be 
in comparison with the form of the mark, mere differ- 
ences in color being generally held to be insufficient basis 
for distingushing one mark from another. If one 
mark consists of a picture and another consists of a word, 
and the word meaning is the same as the picture meaning, 
it has frequently been held that the use of the word will 
have the same effect as use of the picture. On this theory, 
many marks have been held to be confusingly similar 
when no other similarity between them exists.** It should 
be noted, however, that the dress of goods, such as pic- 
tures or designs on labels, and other decorative features 
which form no part of the mark sought to be registered 
by an applicant are considered to be of no particular im- 
portance.*** 


139 39 U. S. P. Q. 29 (1938). 
140 EF. C. DeWitt & Co., Inc. v. Brewer & Co., Inc., 31 U. S. P. Q. 163 (1936). 


141 Keystone Steel & Wire Co. v. Colorado Fuel and Iron Products Co., 
35 U. S. P. Q. 128 (1937); Mishawaka Rubber & Woolen Mfg. Co. v. Brad- 
stone Rubber Co., 39 U. S. P. Q. 192 (1938); cf. Quaker State Oil Refining Co. 
v. Wolverine-Empire Refining Co., 28 U. S. P. Q. 219, 81 F. (2d) 245 
(C. C. P. A. 1936). 


142 Robert C. White Co. v. Sandweg, 26 U. S. P. Q. 277; In re Canada Dry 
Ginger Ale, Inc., 32 U. S. P. Q. 49, 86 F. (2d) 830 (C. C. P. A. 1936); 
Champion Spark Plug Co. v. Globe-Union Mfg. Co., 33 U. S. P. Q. 207, 88 
F. £24) 970 (C. C. P. A. 1937); In re Dutch Maid Ice Cream Co., 37 
U. S. P. Q. 202, 95 F. (2d) + S. C. P. A. 1938); Gotham Silk Hosiery Co. 
v. Narrow Fabric Co., 41 U P. Q. 16, 102 F. (2d) 407 (C. C. P. A. 1939). 


143 Doyle v. John Morrell ‘ Co., 33 U. S. P. Q. 136, 88 F. (2d) 721 
(C. C. P. A. 1937). 











TRADE MARK REGISTRATION—LANHAM BILL 341 


Where two marks consisting of the names of individuals 
were involved in an opposition proceeding, the Commis- 
sioner refused to relax the usual strictness in determin- 
ing whether the mark of the applicant was confusingly 
similar to that of the opposer.’ In stating his reasons, 
he quoted from the decision of the Court of Customs and 
Patent Appeals in J. B. Williams Co. v. Williams,” as 
follows: 

Where one elects to make a technical trade mark use of his 
own name, that name, for that purpose becomes dissevered, as 
it were, from its owner’s personality, and when he seeks to 
register it under a statutory enactment, it must be tested by 


precisely the same rules and principles which apply to all other 
technical trade marks. 


After all the circumstances involved in a particular 
case have been analyzed, as often as not it is still open 
to question whether two marks are confusingly similar. 
It has long been the rule that there must be a reasonable 
probability that confusion will result before the confu- 
sion in trade clause will be applied as a ground for refus- 
ing registration, but doubts are resolved in favor of the 
first user.*** 


For purposes of illustration, many cases have been cited 
in the foregoing discussion of the confusion in trade 
clause, but a word of warning as to their value as prece- 
dents seems appropriate. The position of the Court of 


144 Frankfort Distilleries, Inc. v. Baker, 39 U. S. P. Q. 121. See also: 
Ex parte G. Fava Fruit Co., Inc., 28 U. S. P. Q. 112; L. N. Renault & Sons, 
Inc. v. Etablissemente Leon Rigault, 31 U. S. P. Q. 101. 


14458 U. S. P. Q. 539, 48 F. (2d) 398 (C. C. P. A. 1931). 


146 In Oakite Products, Inc. v. H. Kirk White & Co., 43 U. S. P. Q. 409, 
107 F. (2d) 590 (C. C. P. A. 1939), the court stated that there must be a 
reasonable probability of confusion to support a finding of confusing similarity ; 
cf. Charms Co. v. Norris, Inc., 41 U. S. P. Q. 39. The following decisions of 
the Court of Customs and Patent Appeals should suffice as illustrations of the 
well settled rule that doubts should be resolved in favor of the first user: 
Marion Lambert, Inc. v. O’Conner, supra note 129; Skelly Oil Co. v. Powerine 
Co., supra note 135; Bon Ami Co. v. McKesson & Robbins, Inc., supra note 118; 
In re Southern Metal Products Corp. 39 U. S. P. Q. 440, 99 F. (2d) 761 
(C. C. P. A. 1938); International Latex sy v. I. B. Kleinart Rubber Co., 
42 U. S. P. Q. 15, 104 F. (2d) 382 (C. C. P. A. 1939). 
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Customs and Patent Appeals on this matter was clearly 
stated in Langfield v. Brady’ as follows: 


Decisions of this and other courts upon the question of con- 
fusing similarity of other marks not here involved cannot, of 
course, be controlling here, and are merely persuasive, for each 
case must be decided upon its own facts. 


In Landon P. Smith, Inc. v. Osborn,’** the Commissioner 
expressed the same view with respect to the question 
whether goods are of the same descriptive properties, say- 
ing: 

. decisions passing on the descriptive properties of goods 


not here involved should likewise be recognized as persuasive 
rather than as controlling. 


A number of the decisions of the Commissioner on issues 
of confusion in trade indicate a recognition of the unre- 
liability of prior adjudications as controlling prece- 
dents,’ while a number of others appear to have been 
decided almost entirely in reliance upon precedent.” 
Obviously, the marks and goods involved in one case may 
be so similar to those in an earlier case that different con- 
clusions as to the likelihood of confusion would be ab- 
surd, and the prior decision may properly control the 
later one. Such situations are rare, however, and prior 
adjudications, though they may often be persuasive, 
should be relied upon with caution when considering the 
confusion in trade clause. 


14740 U. S. P. Q. 477, 101 F. (2d) 530 (C. C. P. A. 1939). See also, J. 
Greenebaum es Co. v. Respro, Inc., 36 U. S. P. Q. 507, 94 F. (2d) 8i8 
(C. C. P. A. 1938); E-Z Mills, Inc., v. Martin Bros. Co., supra note 111; 
D. J. Bielzoff Products Co. v. White Horse Distilleries, Ltd., supra note 106: 
Lever Bros. Co. v. Sitroux Co., Inc., 44 U. S. P. Q. 357, 109 F. (2d) 445. 


14841 U.S. P. Q. 149. 


149 Kotex Co. v. Frieman, 29 U. S. P. Q. 4 
tilleries, Ltd. v. Ebling Brewing Co., Inc., 30 U. 
& Co. v. W. H. Snyder & Sons, 30 U. S. 'P. Q. 317 
& Oliver, Inc., 42 U. S. P. Q. 632 (1939). 


150 Amendola v. Forbes, 26 U. S. P. Q. 3 > ( 
Authority v. Old Faithful Corp., Inc., 33 U. S. P. Q. 444 (1937); Jas. E. 
Pepper & Co. v. Old Dixie Distilling Co., Be 35 U. S. P. Q. 36 5 (1937) ; . 
Sparklets Corp. v. Sparkletts Drinking Water Corp., 39 U. S. P. Q. 29 (1938) ; 
Elizabeth Arden, Inc. v. New Way Hosiery Co., 41 U. S. P. Q. 624 (1939). 


33 (1936); White Horse Dis- 
so P. A? 238 (1936); Tiffany 
(19 


36) ; Ex parte Bardons 


1935) ; Sore Springs 
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Confusion in Trade—The Act of 1920 
As originally drawn, the Act of 1920 provided: 


That trade-marks which are identical with a known trade-mark 
owned and used in interstate and foreign commerce, or com- 
merce with the Indian tribes by another and appropriated to 
merchandise of the same descriptive properties as to be likely to 
cause confusion or mistake in the mind of the public or to de- 
ceive purchasers, shall not be placed on this register.’** 


Until 1938 there was no provision in this Act for refusing 
to register a mark on the ground that it was merely con- 
fusingly similar to a mark previously registered to an- 
other and appropriated to merchandise of the same de- 
scriptive properties. Such a provision was read into this 
Act by interpretation, however, and the same rules were 
applied as obtained under the Act of 1905 in rejecting 
marks on the basis of prior registrations to others,’* 
whether the references were registrations under the Act 
of 1905 or the Act of 1920. 

It was also the practice to reject applications under the 
Act of 1905 on the basis of prior conflicting registrations 
under the Act of 1920. Since registration under the Act 
of 1920 is not prima facie evidence of ownership or use 
by the registrant, as is registration under the Act of 1905, 
and since ownership is not even a prerequisite to registra- 
tion under the later Act, the mere existence of a 1920 
registration is not proof that the mark is “owned and 
used” by the registrant. There is, therefore, no apparent 
statutory authority for using a registration under the Act 
of 1920 as a reference, even against applications for regis- 
tration under that same Act. 

On June 10, 1938, an amendment to section 1 (b) of the 
Act of 1920 became effective so that the above quoted 
clause now provides: 


That trade-marks which are identical with a known trade-mark 
owned and used in interstate and foreign commerce, or commerce 


151 Ttalics ours. 
‘2 Ex parte Good Humor Corp. of America, 25 U. S. P. Q. 116 (1935) ; 
Ex parte Compania Ron Daiquiri, 36 U. S. P. Q. 110 (1937). How the 
problem was treated in cancellation ei | e rik. by the following 
cases: Vanity Fair Silk Mills v. American rye 29 U.S. P. Q. 373 (1936) ; 
Respro, Inc. v. Gutman & Co., 31 U. S. P. Q. 3 
7 
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with the Indian tribes, by another and appropriated to merchan- 
dise of the same descriptive properties or which so nearly resem- 
bles a known trade-mark owned and used in interstate and for- 
eign commerce or commerce with the Indian tribes by another 
and appropriated to merchandise of the same descriptive proper- 
ties as to be likely to cause confusion or mistake in the mind 
of the public or to deceive purchasers, shall not be placed on 
this register.’** 
The amended Act now authorizes the rejection of appli- 
cations under the Act of 1920 on the ground that the 
mark sought to be registered is confusingly similar to a 
known trade mark and is appropriated to merchandise of 
the same descriptive properties. Since the Act still con- 
tains the words “owned and used . . . by another,” how- 
ever, the amendment failed to accomplish all that was 
required, for there is still no statutory authority for re- 
jecting an application under either Act in view of a con- 
flicting mark previously registered to another under the 
Act of 1920. But the prior practice of the Patent Office 
in that respect continued on the same theory that was 
relied upon before the Act was amended, and marks reg- 
istered under that Act have been given the same effect as 
references that they would be given if registered under 
the Act of 1905, though only in ex parte practice. 

The first test of the propriety of such practice arose in 
the case of Ex Parte Gene-Vall Cigar Co., Inc.,™ de- 
cided by the Commissioner in 1926. In this case a regis- 
tration granted under the Act of 1920 to a foreign regis- 
trant, on the basis of prior registration abroad, was used 
as a reference against a later application for a conflicting 
mark under the Act of 1905. The Commissioner held 
that the later applicant must first test his right to regis- 
tration by seeking cancellation of the previously regis- 
tered 1920 mark. The reason given for this decision was 
the strong public policy compelling the exercise of good 
faith in an endeavor to carry out the treaty signed at 


158 Ttalics are ours and indicate the portion added by amendment. 


154 345 O. G. 261, 15 T. M. Rep. 543, 1926 C. D. 31. 
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Buenos Aires in 1910. The Commissioner pointed out 
that it would nullify the provisions of that treaty to 
grant registration to a foreign applicant in accordance 
therewith and the next day grant registration of the same 
mark under the Act of 1905 to a United States applicant. 
The later registration would make the United States reg- 
istrant prima facie the owner of the mark and place the 
burden on the earlier foreign registrant to show a better 
right, thus destroying the advantage which the treaty 
sought to afford him. This case was not appealed from 
the decision of the Commissioner, and no case has been 
found which has carried the question to the courts. The 
reasoning of the Commissioner is directed to reference 
marks under the Act of 1920 which are based on prior 
foreign registration, and cannot clearly be applied to ref- 
erence marks which are registered under section | (b) 
of this Act on the basis of bona fide use for one year. In 
Ex Parte Vogue Rubber Co.,’* however, the Commis- 
sioner affirmed the examiner’s rejection of an application 
for registration under the Act of 1905 on a reference 
mark previously registered under section | (b) of the 
Act of 1920. While this holding was made by the Com- 
missioner as a secondary ground of rejection, and was not 
necessary to the decision, the issue was squarely met in 
the opinion with an unqualified statement of the law 
applicable to the problem. In the very recent case of 
Ex parte Essex Rubber Co.,** however, the Commissioner 
held that a 1920 Act registration cannot serve as a refer- 
ence against an application filed under the Act of 1905. 
In overruling the uniform practice of twenty years stand- 
ing, the Commissioner relied on the fact that a 1920 Act 
registration is not prima facie evidence of ownership or 
continued use, but he did not refer either to the Gene- 
Vall Cigar Co. case or the Vogue Rubber Co. case, and 


155 35 U. S. P. Q. 97 (1937). 
156 47 U. S. P. Q. 189 (1940). 
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stated that there is no published case in which the prob- 
lem has been squarely placed in issue. 

The practical result of this decision is to render regis- 
tration under the Act of 1920 a substantial nullity in so 
far as United States residents are concerned except for the 
privilege of suing in the federal courts. If it is carried 
to its logical conclusion, the Gene-Vall Cigar Co. case 
must also be overruled, and the protection sought to be 
afforded to foreigners by the Buenos Aires treaty of 1910 
vitiated. Since the Act of 1920 also requires the Commis- 
sioner to register marks thereunder, with certain excep- 
tions, unless a confusingly similar mark is owned and used 
by another, the reasoning of the Essex Rubber Co. case 
would likewise compel a holding that a 1920 Act registra- 
tion cannot even constitute a reference against an appli- 
cation filed under that same Act. This would eliminate 
to a large extent the function of the confusion in trade 
clause in the Act of 1920. 

Since there was clear precedent in the Commissioner’s 
decisions for retaining the long established practice, it 
seems unfortunate that the Essex Rubber Co. case did not 
follow that precedent and left it to the courts to play 
such havoc with the Act of 1920. While it appears to be 
inconsistent to use registrations under the Act of 1920 
as references in ex parte cases and to refuse to give them 
similar effect in inter partes contests,” the inconsistency 
is more apparent than real. In an inter partes proceed- 
ing, the owner of a 1920 Act registration may introduce 
evidence to establish prior adoption and continuous use, 
whereas, in ex parte cases, the Patent Office has no facil- 
ities for taking such action on behalf of the owners of 
such registrations. Of necessity, therefore, it must re- 
quire the later applicant to vindicate his claims by first 
seeking cancellation of any previously registered, con- 
flicting, 1920 Act mark. Such a practice is obviously de- 


157 The inter partes practice and illustrative cases are discussed in the section 
entitled OpposITION AND CANCELLATION PROCEEDINGS, infra. 
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sirable; it is not likely to work any serious hardship on 
anyone; and it withholds no substantive trade mark 
rights. It seems that its legality could and should be sus- 
tained because of its practical necessity and because it 
does not leave the later applicant without a remedy. 


Confusion in Trade Provision of the Lanham Bill 


Section 2 (d) of the Lanham Bill prohibits registra- 
tion of a mark which 
Consists of or comprises a mark which so resembles a mark pre- 
viously registered or used by another and not abandoned, as to 
be likely, when applied to the goods of the applicant, to cause 
confusion or mistakes or to deceive purchasers. 
The most significant difference between the above quoted 
provision and the confusion in trade clauses in the Acts 
of 1905 and 1920 is the omission in the Lanham Bill of 
any reference to “goods of the same descriptive proper- 
ties.” As section 2 (d) of the Lanham Bill is phrased, 
the likelihood of confusion, mistake, or deception is the 
only test to be observed, and the interpretative gymnas- 
tics indulged in by the Court of Customs and Patent 
Appeals in the Meredith case’** and the Three In One 
Oil Co. case’ will no longer be necessary. The con- 
fusion in trade clause of the Lanham Bill will be appli- 
cable whether or not the goods are of the same descriptive 
properties if the use of the involved marks on those goods 
would be likely to cause confusion or mistake or to de- 
ceive purchasers. 

This change proposed by the Lanham Bill will, in 
many instances, increase the protection now afforded the 
first user of a mark, for, no matter how different his goods 
may be from those to which a latecomer applies the same 
or a similar mark, he may still be able to show that con- 
fusion, mistake, or deception would be likely to occur 


158 32 U. S. P. Q. 516, 88 F. (2d) 324 (C. C. P. A. 1937). See subsection 
entitled Confusion in Trade—Class of Goods, supra. 


159 32 U. S. P. Q. 192, 87 F. (2d) 479 (C. C. P. A. 1937). See subsection 
entitled Confusion in Trade—Class of Goods, supra. 
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if registration of the latecomer’s mark is granted. Adop- 
tion of this feature of the Lanham Bill should go far in 
eliminating the great uncertainty and confusion caused 
by the corresponding sections of the present statutes. 


Another significant change from the present law em- 
bodied in the above quoted provision of the Lanham Bill 
is the specific reference to marks “previously registered.” 
These words cannot be limited to mean previously regis- 
tered on the principal register, and so it appears that 
registrations on the supplemental register were intended 
to be made available as references against applications 
for registration on the principal register. As the provi- 
sion is punctuated, however, it appears to require proof 
that a registered mark used as a reference has not been 
abandoned. Since registration on the supplemental reg- 
ister is not made prima facie evidence of continued own- 
ership and use, registration thereon could not raise a 
presumption that the mark has not been abandoned. The 
result must be, therefore, that registrations on the supple- 
mental register would not, under the reasoning of the 
Commissioner in the Essex Rubber Co. case,*” be avail- 
able as references against applications for registration 
on the principal register. 

Since section 2 (d) of the Lanham Bill is incorporated 
by reference into section 23 relating to the supplemental 
register, the reasoning of the Essex Rubber Co. case 
would likewise make registrations on the supplemental 
register unavailable as references against applications for 
registration on that same register. 

It appears, therefore, that the Lanham Bill is as indefi- 
nite as the present law as to the effect of supplemental 
registrations as references. If the Essex Rubber Co. case 
should not be followed by the Patent Office and the ques- 
tion should later be raised on appeal to the Court of Cus- 
toms and Patent Appeals, the practice of twenty years 


160 Supra note 156. 
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standing under the present law might be held to be le- 
gally sound. While this would not eliminate the vague- 
ness of the present statutes and of the Lanham Bill, it 
would avoid the anomalous effects of the Essex Rubber 
Co. case and restore some value to registrations under the 
Act of 1920 and on the supplemental register of the Lan- 
ham Bill in addition to the privilege granted to the regis- 
trant of suing in the federal courts. 
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RECENT CASES 


ADMINISTRATIVE LAW—WILLs oF REsTRICTED INDIANS—POWER 
OF SECRETARY OF THE INTERIOR OveER RESTRICTED AND TRUST 
PROPERTY OF INDIANS.—Benjamin Quapaw, a full-blood Quapaw 
Indian, died leaving a will in which he devised and bequeathed all 
his estate to his wife and daughter, defendants in the case. Plaintiff, 
daughter of Benjamin by a former marriage, brought an action in the 
District Court for the Northern District of Oklahoma for an adjudi- 
cation that she was the daughter by blood and heir at law of Benja- 
min, and to establish her right to share in the estate. The property 
with respect to which she sought relief consisted of (1) lands pur- 
chased by Benjamin with funds received from royalties reserved 
under mining leases title to which was held by Benjamin in his 
name; (2) personal property over which the Secretary of the Inte- 
rior had never exercised administrative control; (3) funds paid 
over to the defendants by the Secretary of the Interior, freed from 
restrictions, out of restricted funds in the hands of the Secretary ; 
(4) lands acquired for Benjamin with funds received from royalties 
reserved under mining leases on his restricted allotments, title to 
which was held by the Secretary of the Interior in trust for Benja- 
min; (5) restricted allotments and restricted funds derived there- 
from both prior to and since the death of Benjamin held by the 
Secretary of the Interior. Held, That in respect to property falling 
within classes (1) and (2) the trial court did have power to set aside 
the will and declare the plaintiff to be a lawful heir of Benjamin, 
entitled to share in such property. As to property falling within 
class (3) it was held that delivery of the funds freed of restrictions 
to the defendants terminated control by the Secretary and the ques- 
tion of whether plaintiff was entitled to equitable rights therein was 
one within the jurisdiction of the court. The court held that no 
relief could be granted with respect to property falling within classes 
(4) and (5) as the court was without jurisdiction over such property. 


Hanson v. Hoffman, 113 F. (2d) 780 (C. C. A. 10th, 1940). 


It is generally held that property of Indians not held in trust by 
the United States and upon which no restrictions on alienation have 
been placed is beyond the control of the Secretary of the Interior. 
Such property descends in accordance with the law of the state where 
located, and when a will exists it must comply with the statutes of 
the state in which the property is located, and the will must be pro- 
bated in accordance with those laws. U.S. v. Tiger, 19 F. (2d) 35 
(C. C. A. 8th, 1927); Kunkel v. Barnett, 10 F. (2d) 504 (N. D. 
Okla. 1926), aff'd, Barnett v. Prairie Oil & Gas, 19 F. (2d) 504 
(C. C. A. 8th, 1927); Blundell v. Wallace, 267 U. S. 373, 45 Sup. 
Ct. 247, 69 L. ed. 664 (1925). 

The Secretary of the interior exercises extensive control over 
restricted allotments and property held in trust by him. His con- 
sent is required for alienation of such property during the life of the 
[Indian and transfer of such property by will is not effective without 
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his approval. Act of February 14, 1913, 37 Stat. 678 (1913), 25 
U. S. C. § 373 (1934). When an Indian allottee dies intestate the 
Secretary of the Interior is authorized to determine his legal heirs, 
and that determination is final and conclusive both as to restricted 
allotments and property held in trust by him for the benefit of the 
Indian. Act of June 25, 1910, 36 Stat. 355 (1910), 25 U. S. C. § 372 
(1934) ; U. S. v. Bowling, 256 U. S. 484, 41 Sup. Ct. 561, 65 L. ed. 
1054 (1921). 

The Court in the Bowling case overruled the lower court which 
had held that the Act authorizing the Secretary of the Interior to 
ascertain the heirs of Indian allottees applied only to property held 
in trust and not to restricted allotments. The Court stated that al- 
though the Act in terms was confined to trust allotments an intention 
to authorize such determination in the case of restricted allotments 
was manifested by the context and was established by subsequent 
appropriation acts providing for expense of determining heirs of 
allottees. 

The control of the Secretary over such property includes not only 
the determination of the heirs of the Indian or approval of the 
Indian’s will but continues even after the heirs are determined or 
the will is approved. It is not personal to the allottee, but runs with 
the land and operated on the heir or devisee the same as the allottee. 
U. S. v. Riley, 290 U. S. 33, 54 Sup. Ct. 41, 78 L. ed. 154 (1933). 
And so long as the property remains within the administrative con- 
trol of the Secretary of the Interior courts are without power to 
interfere with the performance of his administrative functions in 
respect thereto. Johnson v. Towsley, 13 Wall. 72, 20 L. ed. 485 
(U. S. 1871). 

Not until the property is delivered freed of restrictions to the 
devisees is the control by the Secretary of the Interior terminated. 
Then, as was held in this case, courts of equity do have power to 
inquire into and correct his mistakes when they invade private rights, 
and may impose a trust on the property in favor of those who are 
entitled to equitable rights therein. R. E. W. 


ADMIRALTY—DISCRETIONARY JURISDICTION OvEeR FoREIGNERS— 
SEAMEN—WarR Risk As AFFECTING SHIPPING ARTICLES.—Nine 
libelants were certain members of the crew of the Norwegian motor- 
ship Austvard, all of whom had entered into Shipping Articles with 
the master in foreign ports after the outbreak of the present war. The 
Articles provided that disputes over that agreement should be provis- 
ionally settled by a Norwegian consul and not be brought up before 
any foreign authority. When seven days out of Baltimore from 
Ireland, the libelants notified the master they wished to terminate 
their employment upon reaching the United States port, before expira- 
tion of the Articles. The master informed them this was not justified. 
Upon arrival at Baltimore they demanded all wages due; they were 
paid up to one week prior. Libelants then left the ship and appealed 
to the Norwegian Consul who decided they were not entitled to further 
payment at that time, but could not persuade them to return to the 
ship. The libel in Admiralty was then filed alleging that danger of 
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the vessel being seized by a belligerent power arose, or had materially 
increased, after their engagement; and that this justified termination 
of their employment. The applicable Norwegian statute clearly 
allows termination if such allegations are true. A treaty between 
United States and Norway provides that Norwegian consuls shall 
have exclusive jurisdiction of matters affecting the internal order of 
a ship, but that such officer’s jurisdiction in wage controversies shall 
not exclude the jurisdiction conferred on local authorities. U. S. 
Treaty Ser. No. 852. Held, that the jurisdiction of federal courts 
was discretionary in this case and would only be exercised if rights of 
the parties would be thereby best promoted; that conditions in Nor- 
way warranted, the exercise of this jurisdiction; and that the danger 
had not increased since libelants’ engagement, so, on the merits, they 
were not entitled to discharge. The Austvard, 34 F. Supp. 431 (Md. 
1940). 

Admiralty courts have discretion to assume or refuse jurisdiction 
in suits between foreigners. Canada Malting Co. v. Paterson Steam- 
ships, 285 U. S. 413, 52 Sup. Ct. 415, 76 L. ed. 837 (1932); The 
Belgenland, 114 U. S. 355, 5 Sup. Ct. 860, 29 L. ed. 152 (1884); 
Bucker v. Klorgeter, Fed. Cas. No. 2083 (S.D.N. Y. 1849). The 
jurisdiction is assumed in wage cases where necessary to prevent a 
failure of justice. Davis v. Leslie, Fed. Cas. No. 3639 (S.D.N. Y. 
1848) (voyage broken up due to loss of vessel). The Sonderborg, 
47 F. (2d) 723 (C.C.A. 4th, 1931) (libelants entitled to and desir- 
ing discharge in the United States with no apparent chance to pursue 
their claims in a foreign court). The jurisdiction is refused in wage 
cases when no failure of justice is apparent. Gonzales v. Minor, Fed. 
Cas. No. 5530 (E. D. Pa. 1848) (vessel returning to country of all 
parties) ; The Albani, 169 F. 723 (E. D. Pa. 1909) ( Norwegian sea- 
men on a British vessel unable to show improper treatment); The 
Loenidas, 32 F. Supp. 738 (Md. 1940) (Greek ship returning to 
Greece; opinion by Judge Chestnut who wrote the opinion in the 
principal case) ; The Prince Pavle, 32 F. Supp. 5 (E. D. N. Y. 1940) 
(Yugoslav seamen seeking to avoid Articles signed after outbreak of 
war, because their government had subsequently decreed a wage in- 
crease). The United States Supreme Court in a tort case approves 
the “failure of justice” consideration, for determining whether to exer- 
cise the discretionary jurisdiction. Canada Malting Co. v. Paterson 
Steamships, supra. The protest of a foreign consul will not prevent 
an Admiralty court from taking jurisdiction where the court believes 
there may be a failure of justice without its intercession. Orr v. The 
Achsah, Fed. Cas. No. 10, 586 (E. D. Pa. 1849); The Lady Furness, 
84 Fed. 679 (E. D. N. Y. 1897). Present unlikelihood of Norwegian 
courts to function and thus cause a failure of justice is sufficient reason 
for an Admiralty court to take jurisdiction of disputes between Nor- 
wegians. The Astra, 34 F. Supp. 152 (Md. 1940). The court did 
not discuss the provision of the Articles purporting to exclude foreign 
authorities. Our law of Conflicts would seem to make such a clause 
unenforceable. Nashua River Paper Co. v. Hammermill Paper Co., 
223 Mass. 8, 111 N. E. 678 (1915). In the latest case in point the 
jurisdiction was refused, but only after an affadavit from the Nor- 
wegian Consul showed he had jurisdiction, and power to enforce any 











354 THE GEORGE WASHINGTON LAW REVIEW 


award he made; thus giving the same relief as would be obtained in 
Norway under courts that were operating when the insurance contract 
was entered into. The Ivaran, 35 F. Supp. 229 (S. D. N. Y. 1940). 


Considering the merits, seamen are entitled to discharge when the 
outbreak of war after their engagement makes the employment mate- 
rially more hazardous. The Epsom, 227 Fed. 158 (W. D. Wash. 
1915); or when a change in itinerary causes the vessel to enter war 
zones not contemplated at the time of signing Articles. Palace Ship- 
ping Company, Ltd. v. Caine, 1907 App. Cas. 386. These same prin- 
ciples are embodied in the controlling Norwegian statute referred to 
above. Libelants do not seem to have made out a case entitling them 
to discharge, because they were employed after outbreak of war, and 
immediately after signing Articles each one sailed on a voyage under 
convoy, the very service they alleged as making their employment more 
hazardous. No attempt was made to show such voyages were 
not in contemplation of the parties at the time of signing Articles. An 
interesting and more difficult situation would have been presented had 
Italy’s entrance into the war occurred between libelants’ engagement 
and filing of libel. H. J. W. 


ConsTITUTIONAL Law — INTERSTATE COMMERCE — POWER OF A 
STATE TO TAX AN INTERSTATE SALE OF SECURITIES.—Appellants are 
partners engaged in the securities business under the name of John 
J. O’Kane, Jr., & Co. Their offices are in New York City. They con- 
tracted to sell certain securities to a securities dealer in Philadelphia 
and to a dealer in Washington. The negotiations were by telephone, 
telegraph, and mail, and the contracts became effective on the ex- 
change of confirmations by mail. Sight drafts were mailed to banks 
in Philadelphia and Washington, with the securities attached, and 
the banks remitted the proceeds to appellants in New York City. 
Appellants affixed the stamps required by the New York Stock Trans- 
fer Tax, New York Tax Law, Art. 12, § 270-272 (1922), and bring 
this action for a refund, contending that the statute conflicts with the 
Commerce clause of the FepERAL CONSTITUTION insofar as it pur- 
ports to tax a sale of stock by a seller in New York to a purchaser 
in another state. Held, that the state of the seller may tax an inter- 
state sale of securities where it levies a similar tax on intrastate sales, 
and where the duty to pay is imposed on the seller rather than on the 
purchaser. O’Kane v. State, 283 N. Y. 439, 28 N .E. (2d) 905 
(1940). 

So far as the Commerce clause of the ConsTITUTION is concerned, 
the test of validity of a state tax law is said to depend on whether or 
not it discriminated against interstate commerce. Walton v. Mis- 
souri, 91 U. S. 275, 23 L. ed. 347 (1876); Darnell & Son v. Mem- 
phis, 208 U. S. 113, 28 Sup. Ct. 247, 52 L. ed. 413 (1908). No pre- 
cise logical rule has even been evolved which will cover all the cases, 
and the borderlines between permissive and forbidden fields for tax- 
ation have been somewhat uncertain and arbitrary. See Western 
Livestock v. Bureau, 303 U. S. 250, 259, 58 Sup. Ct. 546, 82 L. ed. 
823 (1938). Taxes “directly on” interstate commerce are invalid. 
This applies to taxes on interstate commerce as such, and not borne 
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by local commerce, and to any form of direct taxation on interstate 
transportation, even a like tax is imposed on intrastate movement of 
goods. State Freight Tax Case, 15 Wall. 232, 21 L. ed. 146 (U. S. 
1873); Fargo v. Stevens, 121 U. S. 230, 7 Sup. Ct. 857 (1887) ; 
Phila. & Southern S. S. Co. v. Penna., 122 U. S. 326, 7 Sup. Ct. 
1118, 30 L. ed. 1200 (1887); Galveston, H. & S. A. Ry. Co. v. 
Texas, 210 U. S. 217, 28 Sup. Ct. 638, 52 L. ed. 1031 (1908). Tax- 
ation is permitted on another group of incidents, even though the 
taxation does affect the flow of interstate commerce, because the inci- 
dents are considered to be purely intrastate and the effect on inter- 
state commerce to be incidental. Pullman Co. v. Richardson, 261 
U. S. 330, 43 Sup. Ct. 366, 67 L. ed. 682 (1923) (local property 
taxes on facilities of interstate commerce); Oliver Iron Co. v. Lord, 
262 U. S. 172, 43 Sup. Ct. 526, 67 L. ed. 929 (1923); Lacoste v. 
Dept. of Conservation, 263 U. S. 545, 44 Sup. Ct. 186, 68 L. ed. 437 
(1924) (extraction and severance taxes); American Mfg. Co. v. 
St. Louis, 250 U. S. 459, 39 Sup. Ct. 522, 63 L. ed. 1084 (1919) ; 
Utah Power & Light Co. v. Pfost, 286 U. S. 165, 52 Sup. Ct. 548, 
76 L. ed. 1038 (1932) (privilege taxes on manufacturing); and 
Monamotor Oil Co. v. Johnson, 292 U. S. 86, 54 Sup. Ct. 575, 78 
L. ed. 1141 (1934) ; Felt & Tarrant Co. v. Gallagher, 306 U. S. 62, 
59 Sup. Ct. 376, 83 L. ed. 488 (1939) (“‘use” taxes on the purchaser 
in an interstate sale). 

Although “use” taxes had been considered valid, there were some 
fine distinctions drawn in the related field of sales taxes on the pur- 
chaser. See Sonneborn Bros. v. Cureton, 262 U. S. 506, 43 Sup. Ct. 
643, 67 L. ed. 1095 (1923), for a summary of the various holdings. 
The recent case of McGoldrick v. Berwind-White, 309 U. S. 33, & 
Sup. Ct. 388, 84 L. ed. 343 (1940), has simplified the sales tax situa- 
tion by permitting a tax on purchasers in all cases in which the goods 
are delivered in the taxing state for consumption there. 


As mentioned above, taxes on manufacturing within a state, as such, 
are permissible. If a company is not wholly intrastate, however, taxes 
on the gross receipts from sales of such manufactured goods are not 
permissible unless some form of apportionment is used to determine 
the proportion of the income attributable to operations in the taxing 
state. See Adams Mfg. Co. v. Storen, 304 U. S. 307, 311, 58 Sup. 
Ct. 913, 82 L. ed. 1365 (1938) ; and Gwin, White & Prince v. Henne- 
ford, 305 U. S. 434, 439, 59 Sup. Ct. 325, 83 L. ed. 272 (1939). The 
cases just cited do not make clear whether any apportionment would 
be necessary in taxing the gross receipts of a wholly intrastate busi- 
ness, part of whose product is sold to customers in other states, and 
they are therefore not direct precedents for the O’Kane case. In 
fact, the tax involved in the O’Kane case—a tax on the seller in an 
interstate sale of stock—does not fall neatly into any of the classes 
of cases heretofore decided. 


In all of these types of cases, the fundamental question is: to what 
extent does the particular tax discriminate against interstate com- 
merce? The New York Stock Transfer tax discriminates, in that if 
another state were to place a similar tax on purchasers of stock, there 
would be a possibility that an interstate sale between persons in those 
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two states might bear two taxes while intrastate sales were subject 
only to one. There is an equal possibility, however, that an inter- 
state sale between those same states would bear no tax at all, e.g. if 
the direction of the sale were reversed. Such a risk of random in- 
equalities in the burdens on local and on interstate commerce existed 
also in the Berwind-White case, supra, and was not fatal there. 

In addition, however, the tax in the O’Kane case involves a con- 
sistent, as distinguished from random, tendency towards double tax- 
ation. The statute does not make the right to tax depend on the 
occurance, within the state, of some single incident of the sale. See 
New York Tax Law, Art. 12, § 270-272 (1922). Asa result, even 
among states having identical statutes, more than one state might 
attempt to tax the same seller for the same transaction, e. g. the state 
where the seller made the agreement to sell, the state where the seller 
executed the confirmation, the state in which delivery was made. 
This risk, though it is slight, might be enough to distinguish this case 
from the Berwind-White case, on which the court strongly relied, 
for in the Berwind-White case, the power to tax was conditioned on 
a delivery having been made in the state. See 309 U. S. 33,58. The 
act of delivery is a single criterion, which can occur in only one state. 

It would seem, then, even if the general type of tax imposed in the 
O’ Kane case be valid, that the New York statute is defective for fail- 
ure to impose some single criterion for the incidence of the tax—which 
criterion cannot occur in more than one state in a single transaction. 


A. L. A. 


JuRIspDICTION IN DivorcE—ConF ict or Laws—Pustic Poticy 
—EstorreL To VALIpITy.—Plaintiff sought an annulment in the 
District of Columbia on the ground that the defendant’s Virginia di- 
vorce decree was invalid because of fraud on the Virginia court. De- 
fendant and C. M. Hawk were married and lived together in the 
District for five years. Hawk deserted defendant who then moved to 
Virginia and obtained a divorce at the instance of the plaintiff, who 
paid for it. Hawk was not served nor did he enter an appearance. A 
year after the decree, plaintiff and defendant were married in the Dis- 
trict. Plaintiff then charged that the defendant was neither domiciled 
in nor a bona fide resident of Virginia and therefore the divorce had 
no binding effect. Held, that the Virginia decree was valid since 
there was no fraud practiced on the Virginia court and defendant 
acquired a Virginia domicil, and that the plaintiff was barred by 
laches and estoppel from asserting the invalidity of the Virginia 
divorce as a ground for annulment more than ten years later. Good- 
loe v. Hawk, 113 F. (2d) 753 (App. D. C. 1940). 


The history of estoppel in divorce cases shows a conflict between 
two interests, that of society and that of the individual. Some courts 
argue that marital status is a problem of the state. The interest of 
society demands that the status of the first marriage be adjudicated 
with no reference whatever to the second marriage, Davis v. Davis, 
2 Misc. 549, 22 N. Y. Supp. 191 (1893); Fischer v. Fischer, 254 
N. Y. 463, 173 N. E. 680 (1930); Kiessenbeck v. Kiessenbeck, 145 
Or. 82, 26. P. (2d) 58 (1933), or to the contributing guilt of the parties 
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to the suit. Thus the fact that the second spouse assisted, aided or ad- 
vised the procurement of the foreign divorce in no way affects the 
determination of the marital status. If the first marriage was not dis- 
solved by death or divorce the second marriage is void ab initio and 
the standard of “pari delicto” is inapplicable. Simmons v. Simmons, 
57 App. D. C. 216, 19 F. (2d) 690 (1927). Such marriages are void 
in the sense that they cannot be ratified. Pettit v. Pettit, 105 App. 
Div. 312,93 N. Y. Supp. 1001 (1905) ; Blanks v. Southern Ry. Co., 82 
Miss. 703, 35 So. 570 (1904); McCullen v. McCullen, 162 App. 
Div. 599, 147 N. Y. Supp. 1069 (1914). This rule prevailed even 
though it operated to the detriment of an innocent third party. Thus 
in Frey v. Frey, 61 App. D. C. 232, 59 F. (2d) 1046 (1932) where 
the defendant in the divorce action, relying in good faith on the de- 
cree, had remarried and children were born as a result of this second 
union, the court felt itself bound to follow the rule in Simmons v. 
Simmons, supra, and declared the second marriage void ab initio. 

Other authorities take the opposite view and consider it as a prob- 
lem of the particular individuals involved. ‘The validity of a divorce 
decree cannot be questioned in a proceeding concerning any right or 
other interest arising out of the marital relation either by the spouse 
who obtained such a decree of divorce from a court which had no 
jurisdiction or by a spouse who takes advantage of such decree by 
remarrying.” CoNFLict oF LAws REesTaTEMENT (Am. L. Inst. 1926) 
§ 112. The New Jersey courts were among the first to recognize this 
doctrine of estoppel. In a series of cases, the rule was laid down 
that one who had knowledge of the invalidity of the divorce decree, 
or who had participated in the fraud on the court, and who had 
married on the basis of such decree, could not set up the invalidity 
of the decree in a suit for the annulment of the second marriage. 
Tyll v. Keller, 94 N. J. Eq. 426, 120 Atl. 6 (1923) ; White v. Kess- 
ler, 101 N. J. Eq. 369, 139 Atl. 241 (1927). Ina case parallel to the 
principal case, the New York court held that one who financed his 
wife’s suit in Nevada for a divorce from her first husband was as 
much estopped to assert its invalidity as a ground for annulment of 
their marriage as his wife would have been. Kaufman v. Kaufman, 
177 App. Div. 162, 163 N. Y. Supp. 566 (1917). One who assisted in 
the perpetration of a fraud on the court is estopped from setting up 
such fraud on his own behalf. Van Slyke v. Van Slyke, 186 Mich. 
324, 152 N. W. 921 (1915); Golden v. Golden, 41 N. M. 356, 68 P. 
(2d) 928 (1937) (wife voluntarily signed a consent decree for a 
Mexican divorce) ; Stevely v. Stevely, 2 N. Y. S. (2d) 869 (1938) 
(plaintiff in divorce action cannot set up invalidity of decree in an ac- 
tion for support). In Fairclough v. St. Amand, 217 Ala. 19, 114 So. 
472 (1927), the husband of the first marriage was estopped to attack 
the decree on grounds that his attack was subsidized by the husband 
of the second marriage, who subsequent to his marriage to the com- 
plainant and the birth of a child, had married another and would be 
guilty of bigamy if the wife’s decree of divorce was valid. 

Cases denying the annulment of marriage on the ground of estoppel 
raise a very serious problem. If a bigamous marriage is absolutely 
void without judicial determination and the decree of annulment is 
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merely a declaration of an existing status, yet a party to the marriage 
is estopped from setting up its invalidity, what is the status of the 
parties? Has the District of Columbia now adopted the principle of 
laches or estoppel or clean hands in divorce? Under the principle 
of estoppel, the purpose of the courts in denying the decree or annul- 
ment is to penalize the petitioner by forcing him to continue a relation- 
ship the obligations of which he might have avoided but for his own 
misconduct. But suppose he wants to continue it. Where is the 
penalty? Does it consist in saying that the marriage is invalid but 
the petitioner cannot question it, or will the court actually benefit him 
by saying that because he cannot question it, the marriage is valid? 
The interest of the state would seem to require an early and decisive 
determination of the marital status. The Colorado court said the 
guilty party to the second marriage elects to accept the privileges 
arising from the invalid divorce and is estopped to repudiate her elec- 
tion in order to get dower in the estate of the husband of the first 
marriage. Arthur v. Israel, 15 Colo. 147, 25 Pac. 81 (1890) affirmed 
in 152 U. S. 355, 14 Sup. Ct. 583, 38 L. ed. 474 (1894). But assume 
a situation where the wife of the second marriage dies leaving prop- 
erty. The husband is barred by the doctrine of clean hands from 
denying the invalidity of the marriage. Will he benefit now by taking 
his share in the wife’s estate? 

If the party to the marriage is estopped and cannot set up the in- 
validity of the decree, what about a third party? The heirs at law 
of the deceased of the second marriage cannot attack the validity of 
the wife’s divorce decree in her first marriage in order to destroy 
her rights in the deceased’s estate. Tyler v. Aspinwall, 73 Conn. 493, 
47 Atl. 755 (1901). A stranger to a divorce decree has no standing 
to apply to vacate a decree of divorce. Baugh v. Baugh, 37 Mich. 59 
(1877) (children of the divorced couple); Quigley v. Quigley, 45 
Hun. 23 (N. Y. 1887) (corespondent in divorce action); Kirby v. 
Kent, 172 Miss. 457, 160 So. 569 (1935) (sister of the deceased hus- 
band) ; Thomas v. Lambert, 187 Ga. 616, 1 S. E. (2d) 443 (1939) 
(heirs of the deceased spouse). But see Maynard v. Hill, 125 U. S. 
190, 8 Sup. Ct. 723, 31 L. ed. 654 (1888), where the heirs of the 
woman who had been divorced by territorial legislative act were 
allowed to attack the decree on the ground that the wife had had no 
knowledge or notice and that there was no cause for divorce. There 
is some authority for the proposition that a divorce decree can be 
collaterally attacked by a stranger thereto for fraud where it injuri- 
ously affects him, Margulies v. Margulies, 109 N. J. Eq. 391, 157 Atl. 
676 (1931), and for want of jurisdiction where his property rights 
are injuriously affected thereby, Sammons v. Pike, 108 Minn. 291, 
120 N. W. 540 (1909) (in an action of ejectment by person claiming 
under one deceased spouse against person claiming under the other 
deceased spouse. ) 

The chief importance of the Goodloe decision is in its relationship 
to Simmons v. Sinumons, supra. In the Simmons case, plaintiff and 
defendant were living together in the District of Columbia. At the 
instance of the plaintiff, defendant went to Virginia and procured a 
divorce from her husband on the ground of desertion and then mar- 
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ried the plaintiff. The plaintiff then sought an annulment of his 
marriage from the defendant on the ground that the Virginia divorce 
was invalid. The court held that under § 1283 of the D. C. Code 
the marriage of the plaintiff and the defendant was void ab initio 
without any decree of annulment being necessary because the decree 
of divorce between the defendant and her first husband was void by 
reason of the fact it had been fraudulently procured. The court held, 
however, that under § 1284 the plaintiff was entitled to a judicial de- 
cree defining his status even though the decree would not affect it. 
The defendant had contended that the principle of pari delicto and the 
equitable principle of clean hands should prevent the plaintiff from 
being awarded the annulment decree. The District Court of Appeals 
denied these contentions citing Szlauzis v. Sslauzis, 255 Ill. 314, 99 
N. E. 640 (1912) and Lynch v. Lynch, 34 R. I. 261, 83 Atl. 83 (1912) 
as authority for refusing to recognize the doctrine of pari delicto, and 
Martin v. Martin, 54 W. Va. 301, 46 S. E. 120 (1903) and Heflinger 
v. Heflinger, 136 Va. 289, 118 S. E. 316 (1923) as refusing to recog- 
nize the equitable doctrine of clean hands, on the theory that the 
interest of the state was more important than any penalty which 
could be inflicted upon the individual plaintiff. 

Obviously the fact that there was no fraud practiced on the Vir- 
ginia court in the Goodloe case should distinguish it from the Sim- 
mons case. But the court felt that it should explain this distinction 
and that this could best be done by criticizing the Summons case as 
laying down too broad a rule. In referring to the statute interpreted 
by it in the Simmons case, the court holds that the statute does not 
prescribe a method for determining the effect to be given to a divorce 
decree in an action to annul a subsequent marriage, and therefore it 
is a problem for judicial determination whether the principle of laches 
or estoppel or the companion doctrine of clean hands should apply. 
The Goodloe case holds that the Simmons case therefore is actually 
based upon a judicial interpretation of public policy which requires 
non-recognition of all irregular foreign divorces. Subsequent cases 
indicate that general public policy no longer requires this and that the 
laches and estoppel doctrines may be applied. Curry v. Curry, 65 
App. D. C. 47, 79 F. (2d) 172 (1935); Atkinson v. Atkinson, 65 
App. D. C. 241, 82 F. (2d) 847 (1936); Hellmuth v. Hellmuth, 69 
App. D. C. 64, 98 F. (2d) 431, cert. den. 305 U. S. 597, 59 Sup. Ct. 
69, 83 L. ed. 378 (1938). <A particular public policy may prevent 
their application, e. g., where there has been fraud on the foreign tri- 
bunal, and on this basis the Simmons case and Frey v. Frey, supra, 
may be distinguished. Under the circumstances of the Goodloe case, 
the court holds that the principles of laches and estoppel should bar the 
plaintiff from challenging the Virginia court’s finding that the de- 
fendant was domiciled there. 


Public policy in matrimonial cases should reflect the interest of the 
state. The court in this case said that “the interest of the state in many 
situations may lie with the recognition of such divorces and the 
preservation of remarriages.” The court thus indicated that it goes 
much further than the principles of laches and estoppel and the com- 
panion of clean hands which would merely bar the plaintiff from re- 
8 
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lief. It indicates that the divorce and remarriage are good for all 
purposes. As stated by the court in the Simmons case, “If a decree 
of nullity is denied when nullity has been absolutely established by the 
proofs, the legality of the marriage is not established. . . . The fact 
that the marriage was null remains. Freda v. Bergman, 77 N. J. Eq. 
46, 76 Atl. 460 (1910).” 

As previously stated, the principles of laches and estoppel and the 
companion doctrine of clean hands are used to penalize the person 
who claims to have been wronged. This is done by denying him re- 
lief. But if the court goes beyond mere denial of relief and declares 
the marriage valid for all purposes, we have seen that it might 
actually benefit him under certain fact situations. The purpose of 
the Goodloe decision is not merely to deny him relief because of what 
he has or has not done. The court does not decide the case on his 
actions alone but on the situation of all of the parties. Therefore we 
cannot say that the court has adopted the principle of laches or estoppel 
or clean hands as some other courts have done. White v. Kessler, 
supra; Tyll v. Keller, supra. Rather the court has said that the 
cases are to be decided on public policy as applied to the particular 
fact situation and that laches and estoppel and clean hands are among 
the factors which may be considered in determining what the partic- 
ular public policy in the case will be. E. C. O'C. 


LaBor—LaBor RELATIONS REGULATION—NATIONAL LaBoR RE- 
LATIONS AcT—NATIONAL LABOR RELATIONS BOARD—COLLECTIVE 
BARGAINING—INTERFERENCE WITH EMPLOYEES’ RiGHts.—The Na- 
tional Labor Relations Board found refusal by the employer to bar- 
gain collectively on three grounds, namely, willingness to recognize 
the union as representative of union members only, refusal to sign a 
written agreement and refusal to proceed with negotiations until the 
union had withdrawn charges of unfair labor practise in the discharge 
of a union member. The National Labor Relations Board ordered the 
employer to cease and desist from its refusal to bargain collectively 
and also to cease and desist from interfering with their employees’ 
right of self organization. Held, that the evidences supports the find- 
ing of refusal to bargain collectively and the same evidence will also 
support the finding that the employer interfered with the employees’ 
right of self organization and the order to cease and desist therefrom. 
Hartsell Mills Company v. National Labor Relations Board, 111 F. 
2 (d) 291 (C. C. A. 4th, 1940). 

The three factors constituting a refusal to bargain collectively in 
this case have figured in other cases and a discussion of the factors 
may be found in Ward, The Mechanics of Collective Bargaining 
(1940) 53 Harv. L. Rev. 754 (the willingness to recognize the union 
as representative of union members only at 763 et seq., the refusal to 
sign a written agreement at 777 et seq. and the refusal to proceed with 
negotiations until the union withdraws charges of unfair labor prac- 
tise at 758). 

The refusal of an employer to bargain collectively as an interfer- 
ence with the employees’ right of self organization presents an inter- 
esting question. Section 8(1) of the National Labor Relations Act, 
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49 Stat. 452 (1935), 29 U. S. C. Supp. §158 (1) (1939), provides 
that it is an unfair labor practise for an employer to interfere with the 
rights guaranteed to employees under section 7 of the Act, 49 Stat. 
452 (1935), 29 U. S. C. Supp. § 157 (1939). Secton 8 (5) of the 
Act, 49 Stat. 452 (1935), 29 U. S. C. Supp. 158 (5) (1939), speci- 
fically makes the refusal of an employee to bargain collectively with 
the representatives of his employees an unfair labor practise. The 
National Labor Relations Board has consistently maintained that a 
violation of subsections (2), (3), (4), or (5) is also a violation of 
subsection (1) of section 8. Fourth ANNUAL REPoRT OF THE NA- 
TIONAL LaBor RELATIONS BoarD (1940) 57. While the normal 
order of the Board includes a provision ordering the employer to 
cease and desist from violation of subsection (1) where a violation 
of one of the other subsections of section 8 has occurred, the Board 
has not always deemed it necessary to include a provision of this kind 
if the violation is of subsection 5 of section 8. SEconpD ANNUAL RE- 
PORT OF THE NATIONAL LaBor RELATIONS BoArRD (1937) 141 et seq. 
The Board has been upheld by judicial decision where a provision 
with regard to subsection (1) has been included in cases envolving re- 
fusal to bargain collectively in violation of section 8 (5). National 
Labor Relations Board v. Biles Coleman Lumber Co., 98 F. 2 (d) 
18 (C. C. A. 9th, 1938) ; National Labor Relations Board v. High- 
land Park Manufacturing Company, 110 F. 2 (d) 632 (C. C. A. 4th, 
1940) (same circuit as the principal case). There is also authority to 
the contrary. In Globe Cotton Mills v. National Labor Relations 
Board, 103 F. 2(d) 91 (C. C. A. 5th, 1939) the order of the Board 
covered violations of both subsections (1) and (5) of section 8 of the 
Act, while the complaint only alleged refusal to bargain collectively 
and did not charge interference. The portion of the order relating 
to section 8 (1) was refused enforcement by the Circuit Court of 
Appeals for the reason that an order may not be issued “touching a 
matter not complained of.” It should be noted that the case as a 
whole is questionable as an authority since the court did not enforce 
the cease and desist order with respect to the refusal to bargain col- 
lectively, but did uphold and enforce that portion of the order of 
the Board which required affirmative actions with regard to collective 
bargaining. The order as enforced is in a form which is contrary to 
the powers granted to the Board under section 10 (c) of the Act, 
49 Stat. 454 (1935), 29 U. S. C. Supp. § 160 (c) (1939). An inter- 
esting development occurred recently in the Second Circuit. In 1938 
the Court held that a violation of section 8 (5) was not strictly a vio- 
lation of subsection (1), National Labor Relations Board v. Reming- 
ton Rand, Inc., 94 F. 2 (d) 862 (C. C. A. 2d, 1938), on the theory 
that the opposite interpretation would cause an overlapping of sub- 
section (1) and subsection (5), and moreover, that subsection (1) 
covers affirmative conduct, while a refusal to bargain collectively in 
violation of subsection (5) is negative. The court recognized that 
the overlapping was not conclusive, but stated that “redundancy 
should not be gratuitously ascribed to Congress.” Subsequently, the 
ruling in the Remington Rand case was expressly overruled, because 
the Senate and House Committees in reporting the bill had declared 
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that subsections (2), (3), (4), and (5) of section 8, “were species 
of the generic unfair labor practice defined in section 8(1).” Since 
the language of the Act does not forbid this construction, the Court 
held it to be the authoritative construction. Arts Metal Construction 
Company v. National Labor Relations Board, 110 F. 2(d) 148 
(C. C. A. 2d, 1940). The Committee reports indicate that the unfair 
labor practices set forth in subsections (2), (3), (4), and (5) of 
section 8, are not intented to limit the guaranties of subsection (1) 
of that section, but are merely intended to set out with greater par- 
ticularity some of the unfair labor practices requiring such amplifica- 
tion. SEN. Rep. No. 573, 74th Cong. Ist Sess., at 9; H.R. Rep. 
No. 1147, 74th Cong. Ist Sess., at 17. In view of the development 
in the Second Circuit it appears unlikely that the Board will experi- 
ence great difficulty in maintaining its construction of the Act, and 
consequently, employers may except an order covering section 8 (1) 
as well as section 8 (5) when they are found guilty of a refusal to 
bargain collectively with the representatives of the employees 


G. N. M. 


LaBor RELATIONS—PoWER OF BoarRD UNDER NATIONAL LABOR 
RELATIONS ACT—AFFIRMATIVE RELIEF—‘‘REINSTATEMENT” AND 
“Back Pay” For APPLICANT REFUSED EMPLOYMENT—T wo workers 
applied for employment at a plant soon to be placed into production 
by a newly formed corporation. They were refused because of their 
previous record of union activities. The National Labor Relations 
Board ordered the corporation to employ them and to pay them the 
amount of money they would have earned if they had not been refused 
employment. Upon the Board’s application for enforcement of its 
order, Held, that such an order is authorized although the grant of 
power to the Board in § 10(c) of the National Labor Relations Act 
to order employers to take “affirmative action” is modified by the 
phrase “including reinstatement of employecs with back pay” (italics 
supplied). National Labor Relations Board v. Waumbec Mills Co., 
114 F. (2d) 226 (C. C. A. Ist, 1940). 

To meet the employer’s arguments that the persons in question 
were not and never had been “employees,” that since they had never 
held jobs with it there was nothing to which they could be ordered 
“reinstated,” and that any pay ordered for them could hardly be 
“back pay,” the court declared that the modifying phrase was inserted 
in the statute to illustrate a type of relief rather than for the purpose 
of limiting the remedial power of the Board. Although this is a case 
of first impression in that there was no past nor present employment 
relation so that the persons never came within the Act’s definition of 
“employee” (29 U. S. C. Supp. V. § 152(3) (1939) ), a somewhat 
similar problem was raised in National Labor Relations Board v. Na- 
tional Casket Co., 107 F. (2d) 992, (C. C. A. 2d, 1940). Note (1940) 
8 Geo. Wasu. L. Rev. 1116. 

The majority of the court in the Casket case held unauthorized an 
order awarding back pay to workers discharged prior to the effective 
date of the Act who, upon application thereafter, were denied employ- 
ment because of their union activities. The theory of the court was 
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that the employer had not been guilty of an unfair labor practice. 
This theory would seem untenable in the light of the definition in the 
Act of an unfair labor practice as, inter alia, “discrimination in regard 
to hire” (italics supplied). 29 U. S. C. Supp. V § 158 (3) (1939). 

The Waumbec case correctly decided that discrimination in regard 
to hire because of previous union activities was an unfair labor prac- 
tice. The problem is what orders may be issued by the Board to an 
employer guilty of such an unfair labor practice. A recent decision of 
the Supreme Court will assist in delimiting the power of the Board 
to order “affirmative action.” The Supreme Court granted certiorari 
limited to the question whether the Board had authority to require a 
company to deduct from the payments to reinstated employees the 
amounts they had received for work performed upon “work relief 
projects” and to pay over such amounts to the appropriate govern- 
mental agencies. It was held that the provision requiring the pay- 
ments to governmental agencies was beyond the Board’s authority 
because the power of the Board did not include unlimited discretion 
to devise penalties for an unfair labor practice. Republic Steel Cor- 
poration v. National Labor Relations Board, 7 Lat. Re. Rep. 276 
(Nov. 18, 1940). The court said it was not enough to justify the 
Board’s requirements to say that they would have the effect of deter- 
ring persons from violating the Act. 

The opinion in the Waumbec case stressed the theory that without 
the “back pay” provision an employer might continue his discrimina- 
tion in regard to hire unchecked. 

The award of back pay from a delinquent company to persons never 
employed by it seems to be the exercise of an unlimited discretion to 


devise a penalty for an unfair labor practice. 5. . G. 


PATENTS—EFFECTIVE DATE OF PATENT FILED UNpeER R. S. 4887 
AS A REFERENCE.—In an action for infringement of the patent to A 
which was filed on October 5, 1927 and issued on August 26, 1930 
on an invention completed in September, 1926, B alleged invalidity of 
the patent in view of a patent to C which was filed on November 23, 
1926, issued April 23, 1929 and entitled to the filing date of a cor- 
responding application in Germany of May 11, 1926 under Par. 2 
of R. S. 4887. The claims of the two patents were not identical. 
Held, that the patent to C was not sufficiently early to be prior art 
as its actual filing date was subsequent to the completion of A’s inven- 
tion and that the application date in Germany could not be considered 
in view of R. S. 4886 and 4923, 35 U. S. C. $$ 31, 72 (1934). The 
patent to A was held invalid on other grounds. Celanese Corp. of 
America v. Ribbon Narrow Fabrics Co., Inc., 33 F. Supp. 137, 45 
U. S. P. Q. 492 (S. D. N. Y. 1940). 


The patent to C was a “copending patent.” The use of copending 
patents as references was discussed in (1939) 8 Gro. Wasu. L. Rev. 
216. Under the rule laid down in the case of Alexander Milburn Co. 
v. Davis-Bournonville Co., 270 U. S. 390, 46 Sup. Ct. 324, 70 L. ed. 
651 (1926), 344 O. G. 817 a domestic patent is a valid reference from 
its filing date even as to matter disclosed but not claimed. In Jn re 


Downs and Craver, 45 F. (2d) 251, 403 O. G. 791,7 U.S. P. Q. 316 
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(C. C. P. A. 1930) it was held that the decision of the Supreme 
Court in the Milburn case applies to applications of foreign inventors 
filed in the United States Patent Office as well as to applications for 
inventions made in this country. In either of the cases the additional 
unclaimed disclosure of a copending domestic patent was held to be 
evidence of prior invention or knowledge in this country inconsistent 
with plaintiff's claim to be the first inventor. On the other hand 
neither case was concerned with the possible effect of a foreign appli- 
cation upon which the copending domestic patent was based under 
the provisions of paragraph 2 of R. S. 4887 which provides that under 
certain conditions the application filed in this country “shall have the 
same force and effect as the same application would have if filed in 
this country on the date on which the application for patent for the 
same invention, discovery, or design was first filed in such foreign 
country.” As under the Milburn case, supra, the domestic filing date 
is the effective date of a reference patent to show prior invention or 
knowledge in this country. It could be argued that under the provisions 
of R. S. 4887 the convention date of a domestic patent has the same 
force and effect. The Patent Office refused to so extend the doctrine 
of the Milburn case as appears from Viviani v.Taylor v. Herzog, 161 
Mns. Dec. 173 (1935, Interference No. 68,916) and (1939) 8 Geo. 
Wasu. L. Rev. 80, 86. The principal case seems to be the first where 
this question has been passed upon in an infringement suit. The court 
reached the same result as the Patent Office, without, however, dis- 
cussing either the Milburn case or R. S. 4887 as did the Patent Office 
in the Viviani case. The Patent Office decision was based on “three 
factors, first, the meaning and purpose of R. S. 4887; second, the 
reason underlying the decision of the Supreme Court in the Da- 
vis-Bournonville case; and third, R. S. 4923, 35 U. S. C., $72 
(1934).” On the first point it was stated: “In view of the origin of 
that paragraph of the section (R. S. 4887), it is believed to have the 
same meaning as if it had read, ‘shall have the same force and effect, 
in so far as applicant’s right to a patent is concerned.’ This statu- 
tory provision has no bearing upon the right of another party to a 
patent except in the case of an interference where the two parties are 
claiming the same invention.” Concerning the Milburn case the 
decision of the Patent Office pointed out that while filing of an 
earlier application in this country is evidence of knowledge in this 
country on that date, the filing of an application in a foreign country 
is not evidence of knowledge of the invention in this country. Fur- 
ther, the decision of the Patent Office stated: “Section 4887 R. S. 
cannot be construed as giving greater effect to a foreign application, 
which at most is evidence of knowledge of the invention abroad, than 
is accorded by section 4923 R. S. to knowledge or use in foreign coun- 
tries which is actually proven. It must be held, therefore, that in 
determining whether claims in an application should be rejected in 
view of the unclaimed disclosure of a United States patent to another 
on an earlier filed application, the question whether this latter appli- 
cation in turn was preceded by a corresponding foreign application is 
irrelevant.” The reasons given in the decision of the Patent Office 
are believed to be sound and this decision as well as that of the prin- 
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cipal case seems to be correct. The Patent Office decision also con- 
sidered the case of Fleischman Yeast Co. v. Federal Yeast Co., 8 F. 
(2d) 186, aff'd, 13 F. (2d) 570, 351 O. G. 3 (C. C. A. 4th, 1926), 
but found no indication in that decision that consideration was given 
to the provisions of R. S. 4923. Apparently in the Fleischman case 
the inventions claimed in the two patents were substantially the same 
and not patentably distinct and were assigned to the same assignee so 
that that case may be distinguished on these grounds. 

From the principal case it appears that as far as the unclaimed 
disclosure of an application filed under the International Conventions 
is concerned, the application does not have the same force and effect 
for all purposes as it would have if filed in this country on the date 
on which it was first filed in such foreign country. It may also be 
noted that one distinction between the foreign filing date and the sub- 
sequent actual filing of the application in this country is already recog- 
nized by the last sentence of R. S. 4887. Bills H. R. 8442 and sub- 
stitute H. R. 9616 amending R. S. 4886 which at present are pending 
in Congress refer to an application filed in accordance with the pro- 
visions of R. S. 4887 as “entitled to have the same force and effect 
as it would have had if filed in this country on the date on which it 
was filed in such foreign country.” As it is believed that no change 
of the law as stated in the principal case and the Viviani decision is 
intended, it is suggested that the wording of the proposed bills make 
this clear by either adopting the language suggested in the Vivani 
case or by specifically referring to R. S. 4923. L. M. 


PATENTS—SUIT FOR DECLARATORY JUDGMENT—EXCLUSIVE LI- 
CENSEE NOT AN INDISPENSABLE Party DEFENDANT. — Plaintiff 
brought suit for a declaratory judgment respecting six patents owned 
by defendant. Defendant filed a motion to dismiss or, in the alterna- 
tive, for summary judgment. The ground of the motion for sum- 
mary judgment was the nonjoinder of the exclusive licensee under 
these patents, an alleged indispensable party without whom the suit 
could not proceed. Held, that an exclusive licensee is not an indis- 
pensable party defendant to a declaratory judgment suit. Defend- 
ant’s motion for summary judgment should be denied. Bakelite Cor- 
poration v. The Lubri-Zol Development Corporation, 46 U. S. P. Q. 
303 (Del. 1940). 

The above case, brought under the FEDERAL DECLARATORY JUDG- 
MENT Act, Jud. Code § 274d, 28 U. S. C. § 400 (1924), appears to 
be the first deciding the indispensability of an exclusive licensee as 
a party defendant in a suit for a declaratory judgment with respect 
to the patents or patent under which the licensee is licensed. In Duro 
Test Corporation v. Welsbach Street Lighting Co. of America, 21 
F. Supp. 260 (Del. 1937), the court held that the owner of the patents 
in suit was the indispensable party defendant and further stated that 
its manufacturing agent was not an indispensable party but it might 
appear on final hearing that it was not improperly joined. Also, in 
American Signal Corporation v. International Roll-Call Systems, Inc., 
110 F. (2d) 942 (C. C. A. 4th, 1940), a counter-claim seeking a 
declaratory judgment that title to the patents in suit was in the in- 
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ventor and not in the plaintiff was dismissed because the inventor 
was not a party to the suit. The court stated that the alleged owner 
is an indispensable party and that no decree should be passed when 
he is not a party to the original action or to the counterclaim. Other 
cases minimizing the importance of parties other than the owner of 
the patent or patents in suit and the plaintiff who is bringing the suit 
for a declaratory judgment are Lionel Corp. v. De Filippis, 11 F. 
Supp. 712 (E. D. N. Y. 1935) (involved parties plaintiff), and Si- 
vray Lighting, Inc., v. Versen, 25 F. Supp. 223 (S. D. N. Y. 1938). 
But see Barkeij v. Don Lee, Inc., 47 U. S. P. Q. 6, 8 (S. D. Cal. 
1940) (all interested parties necessary). In a case not involving 
patents, Western Casualty & Surety Co. v. Beverforden, 93 F. (2d) 
166 (C. C. A. 8th, 1937), an insurance company brought suit for a 
declaratory judgment that it was not obligated to pay a judgment 
which had been obtained against an automobile driver and was met 
with the objection that there was a deficiency of parties defendant. 
The court dismissed this contention with the assertion that if Con- 
gress had intended that a declaratory judgment should only be en- 
tered after all interested persons had been joined it is fair to assume 
that it would have inserted in the Act a provision to that effect. To 
the same effect see Norton v. United Gas Corporation, 1 F. R. D. 
155 (W. D. La. 1940); cf., Texas Co. v. Wall, 107 F. (2d) 45 
(C. C. A. 7th, 1939) (injunction sought). In contrast to the Fed- 
eral Act, the Uniform Declaratory Judgments Act adopted in many 
of the states, 9 Unif. L. Ann. (1932) §11, p. 129, provides that 
“. . . all persons shall be made parties who have or claim any inter- 
est which would be affected by the declaration. . . .” It has been 
suggested that the omission of a provision for all interested parties 
in the Federal Act should be considered intentional so that the court 
could exercise its discretion in the matter. (1938) 51 Harv. L. Rev. 
926. 

In infringement suits, the United States Supreme Court has held 
that both the exclusive licensee and the patent owner are generally 
necessary parties to an action in equity. /ndependent Wireless Tele- 
graph Co. v. Radio Corporation of America, 269 U. S. 459, 46 Sup. 
Ct. 166, 70 L. ed. 357 (1925). But a suit for a declaratory judgment 
is not a suit in equity; the existence of another remedy does not 
prevent a declaratory judgment suit, Rule 57, Federal Rules of Civil 
Procedure. According to Borchard, The Federal Declaratory Judg- 
ments Act (1934) 21 Va. L. Rev. 35, 38, relief by way of a declara- 
tory judgment is neither legal or equitable but sui generis. It has 
been stated that the technicalities associated with equity practice 
should not hamper declaratory judgment suits. See United States 
Fidelity & Guaranty Co. v. Koch, 102 F. (2d) 288, 290 (C. C. A. 3d, 
1939). A comparison with infringement suits is not strictly accurate 
because the exclusive licensee will be on the plaintiff’s side while in a 
suit for a declaratory judgment he will be on the defendant’s side. 
A better comparison exists in suits under R. S. 4915, where the ex- 
clusive licensee may be a party defendant in an interference proceed- 
ing to obtain a patent. In Parker Rust-Proof Co. v. Western Union 
Telegraph Co., 105 F. (2d) 976 (C. C. A. 2d, 1939), cert. den., 308 
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U. S. 597, 60 Sup. Ct. 128, 132, 84 L. ed. 95 (1939), the court held, 
under the facts of that particular case, that the exclusive licensee was 
not an indispensable party defendant. But in Nachod & United 
States Signal Co. v. Automatic Signal Corporation, 105 F. (2d) 981 
(C. C. A. 2d, 1939), the exclusive licensee was held to be an indis- 
pensable party defendant and the plaintiff was unable to proceed with 
the suit because of the licensee’s absence. There was a dissenting 
opinion in which it was stated that the decision of the majority would 
frustrate the remedy given by Congress in R. S. 4915 suits. The 
proceeding decisions appear to be based on the court’s interpretation 
of R. S. 4915. A provision of that statute makes the District of 
Columbia a common forum when there are defendants who are in- 
habitants of different districts. The Federal Declaratory Judgments 
Act is silent as to who are necessary parties and there is no common 
forum provided. In view of these differences it seems that the de- 
cision in the Bakelite case, supra, is sound, or else a patent owner 
might be able to make himself immune from a suit for a declaratory 
judgment merely by granting an exclusive license to an inhabitant of 
another district. It does not seem that Congress ever intended this. 


A. B. B. 


STATES—CONSTITUTIONAL Law—StTaTe Bonp IssuE—PUvuBLICc- 
PurRPOosE—For MILITARY APPROPRIATIONS.—The legislature of Maine 
in a preamble to emergency legislation declared that since recent events 
have shown the necessity for instant and adequate defense prepara- 
tions, Maine must provide immediately funds to train troops, to pro- 


vide airports, etc., and these facts warrant the incurring of indebted- 
ness by the state under the provisions of sec. 14 of art. IX of the 
Constitution of Maine. This section, as amended, provides: (1) that 
the credit of the State shall not be directly or indirectly loaned in any 
case, and (2) that the legislature shall not create any debt on behalf of 
the state which in the aggregate together with previous debts shall 
exceed two million dollars, except for the purposes of building state 
highways, bridges, and public wharves; to suppress insurrection, to 
repel invasion, or for purposes of war, or to pay a bonus to Maine 
soldiers and sailors who were in the war with Germany, or for 
emergency relief of conditions threatening the peace, health, and safety 
of the inhabitants of the state. The Governor of Maine requested an 
opinion of the Justices of the Supreme Judicial Court upon the con- 
stitutionality of the Act authorizing a bond issue for military expenses. 
His question was: “Is the Act, c.120 of the Private and Special Laws 
of 1939 (Special Session) constitutional, and would bonds issued by 
virtue of its provisions, be valid?” Held, that the statute is constitu- 
tional and bonds issued by virtue of its provisions would he valid. 
In re Opinion of the Justices, 13 A. (2d) 33 (Maine 1940). 

Art. IX, § 14 of the Main Constitution has been amended six times, 
twice by increasing the debt limit and four times by additions to the 
purposes excepted from the limitation, including the war and emer- 
gency provisions above. The $2,000,000 bond issue provided for by the 
Act under consideration seeks to invoke the exceptions to the debt 
limitation of art. IX, § 14 by the statement of facts in the preamble 
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and by the designation of the issue as State of Maine War Bonds as 
well as the declaration of the purposes for which the proceeds are to be 
available. The legislature’s determination of fact as to the necessity 
for the issue, existence of the emergency and the purposes for which 
the funds are to be raised is not only well within the legislative author- 
ity but is conclusive on the courts in reviewing the measure. Opinion 
of the Justices, 58 Me. 600, 601 (1871) ; In re Opinion of the Justices, 
106 Atl. 865, 870 (Maine 1919) ; Spring v. Russell, 7 Me. 273 (1831) ; 
Allen v. Jay, 60 Me. 124 (1872); Concord RR. Co. v. Greeley, 17 
N. H. 47 (1845); Kennebec Water District v. Waterville, 96 Me. 
234, 241, 52 Atl. 774 (1901). The legislature has, under art. IV, 
part III, §1 “. . . full power to make and establish all reasonable 
laws and regulations for the defense and benefit of the people of this 
State, not repugnant to this Constitution, nor to that of the United 
States.” Sawyer v. Gilmore, 109 Me. 169, 83 Atl. 673 (1912) ; Opin- 
ion of the Justices, 120 Me. 183, 113 Atl. 615 (1921); Whiting v. 
Inhabitants of Lubec, 121 Me. 121, 115 Atl. 897 (1922) ; In re Opin- 
ion of the Justices, 123 Me. 573, 121 Atl. 904 (1923). The court is 
bound to assume that “. . . in the passage of any law, the legislature 
acted with full knowledge of all constitutional restrictions and intelli- 
gently, honestly and discriminatingly decided that it was acting within 
the constitutional limitations and powers.” Laughlin v. City of Port- 
land, supra; State v. Pooler, 105 Me. 224, 74 Atl. 119 (1909) ; State 
v. Doherty, 60 Me. 504 (1872). Unless there is a clear excess or 
abuse of legislative authority, the court will presume the statute is 
constitutional. Paine v. Savage, 121 Me. 121, 136 Atl. 664 (1927) ; 
State ex rel. Young v. Butler, 105 Me. 91, 73 Atl. 560 (1909). 
Aside from the relation to the debt limit or the exceptions thereto, 
however, the question of the public nature of the expenditure, in view 
of the ultimate taxation involved is a problem for judicial determina- 
tion. Loan Association v. Topeka, 20 Wall. 685, 22 L. ed. 455 (U.S 
1874) ; Spring v. Russell, supra; Allen v. Jay, supra. While the first 
clause of the above section of the Maine Constitution prohibits without 
qualification the lending of state credit and the issue here involved 
would certainly involve a lending of state credit, nevertheless that 
clause has been construed as equivalent to the usual restriction against 
lending credit for a private as distinguished from a puplic purpose. 
Allen v. Jay, supra. Any other construction would absolutely forbid 
most if not all bond issues and make meaningless the rest of the section 
as to debt limitation. Every appropriation of public money or credit 
for any purpose normally involves the laying of taxes for that pur- 
pose; taxes may be imposed for public uses only: “taxation by the 
very meaning of the term implies the raising of money for public 
purposes and excludes the raising if for private objects and purposes.” 
Allen v. Jay, supra at 127; Perkins v. Milford, 59 Me. 318 (1871) ; 
State v. Telegraph Co., 73 Me. 526 (1882); Laughlin v. Portland, 
111 Me. 490, 90 Atl. 318 (1914). The question whether the tax is 
or is not for a public purpose should be determined in each case by 
inquiring whether it will directly promote the welfare of the people of 
the state in equal measure. Any expenditure designed to bring direct 
private gain to one group under promise of indirect public advantage 
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is unconstitutional. Allen v. Jay, supra at 124 (a bond issue in aid 
of a sawmill, gristmill, and box factory held unconstitutional as favor- 
ing one occupational group) ; Tompson v. Pittston, 59 Me. 545 (1871) 
(voting money for the payment of the commutation fees of individuals 
drafted into public services invalid) ; Hooper v. Emery, 14 Me. 375 
(1837) (authorizing towns to give away money collected of the in- 
habitants by taxation) ; semble, Moulton v. Raymond, 60 Me. 121 
(1872) ; Opinion of the Justices, 58 Me. 590, 600 (1871). 


The Maine cases are in accord with the general decisions on the sub- 
ject: Loan Association v. Topeka, supra (a statute authorizing a 
municipality to issue and sell bonds in aid of a manufacturing cor- 
poration); Weismar v. Village of Douglas, 64 N. Y. 91 (1876) 
(granting to a corporation, incorporated under the general law for 
the purpose of constructing and improving a water privilege on a 
river and manufacturing lumber, the right to build a dam across the 
Delaware river); Michigan Sugar Co. v. Dix, 124 Mich. 674, 83 
N.W. 625 (1900) (a state law granting a bounty to beet-sugar manu- 
facturers) ; Parkersburg v. Brown, 106 U. S. 487, 1 Sup. Ct. 442, 
27 L. ed. 238 (1883) (authorizing a city to lend its bonds to manu- 
facturers); MacKenzie v. Wooley, 39 La. Ann. 944, 3 So. 128 
(1887) (granting aid to build a cotton compress); Sutherland v. 
Village of Evart, 86 Fed. 597, 30 C.C.A. 305 (C. C. A. 6th, 1898) 
(authorizing a contract by a municipal corporation to encourage the 
establishment and operation within its limits of a private manufac- 
turing establishment) ; Cole v. LaGrange, 113 U. S. 1, 5 Sup. Ct. 416, 
28 L. ed. 896 (1884) (authorizing cities to subscribe for stock in 
manufacturing corporations and to issue bonds to pay such subscrip- 
tions. ) 

Three different concepts of public purpose are found in the cases: 
(1) use by a public agency as in Varner v. Martin, 21 W. Va. 534 
(1883) where the court restricted the term to cases where property 
is actually used by the public or under its control; (2) use by the 
public in the sense of the community as in Olmstead v. Camp, 33 
Conn. 532 (1866) which held use is public when it results in material 
advantage to the whole or a considerable part of the community; and 
(3) immediate use by the individual which ultimately results in a 
general public advantage as in Clark v. Nash, 198 U. S. 361, 25 Sup. 
Ct. 676, 49 L. ed. 1085 (1904). In the Clark case a statute providing 
for the exercise of eminent domain in favor of persons desiring water 
for irrigation was considered a taking for a public use, only because 
the public gets an indirect advantage from the better cultivation of 
the plaintiff's land. Cf. New York City Housing Authority v. Muller, 
270 N. Y. 333, 1 N. E. (2d) 153 (1936) (condemnation of land for 
slum clearance upheld as for a public purpose) (1936) 5 Geo. WaAsH. 
L. Rev. 131. 


Local subdivisions may spend money for public purposes which are 
of national scope and not merely of local concern. Winchester v. 
Corinna, 55 Me. 9, 16 (1866). The Winchester case held that the 
legislature had power to confer authority upon towns to offer to pay 
bounties to soldiers who had volunteered and served upon the quota. 
This decision points out that in the exigency the nation and the loyal 
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states were in a common peril; the interests of the people of the 
states and the United States were identical. Other courts have reached 
similar results. Butler v. Putney, 43 Vt. 481 (1870); State ex rel. 
Bates v. Richland, 20 Ohio St. 362 (1870); Comer v. Folsom, 13 
Minn. 219 (1868); State ex rel. Atwood v. Johnson, 170 Wis. 251, 
175 N. W. 589 (1919); State ex rel. Morris v. Handlin, 38 S. D. 
555, 162 N. W. 380 (1917). The power of a city to buy land in the 
city and give it to the Federal government to be used as a bombing 
school grounds was sustained in MecNichols v. City and County of 
Denver, 101 Colo. 316, 74 P. (2d) 99 (1938). In New York, where 
there are express constitutional limits on the lending of credit for 
private purposes or for the benefit of individuals, etc., the intermediate 
court has upheld in Henn v. City of Mt. Vernon, 189 N. Y. Supp. 851 
(Sup. Ct. N. Y. App. Div. 1921), a statute which provides for the 
preservation of civil service and other employment rights of state 
or city employees absent in the performance of military duty and for 
the payment to such employees of the difference between military pay 
and regular salary. One month later the New York Court of Appeals 
in New York v. Westchester National Bank of Peckskill, 231 N. Y. 
465, 132 N. E. 241 (1921) held the general soldier’s bonus law in- 
valid on the ground that it was a gift, not the satisfying of an obliga- 
tion. In a strong dissenting opinion to the Westchester case, Justice 
Cardozo in support of the legislation, states that to bring about a more 
equitable and proportionate distribution of the burdens of public 
service, the state may pledge its credit in payment of the bonus as 
money earned but not received, and which might be regarded as a 
moral obligation. The express constitutional limits on lending credit 
for private purposes where individuals are the immediate recipients 


of the funds present about the only serious legal problem to expendi- 
tures by states and cities for codperation in national defense such as 
continuation of state or local salary payments to men drafted into 
federal services. The Maine case is in accord with the Henn v. Mt. 
Vernon case and the dissenting view of Justice Cardozo in the West- 
chester case, if the similarity in substance of the two constitutions is 
admitted despite the difference in form. BB. E. C 


UNITED STATES—GOVERN MENT CONTRACTS—U NAUTHORIZED ACTS 
oF AGENT.—The defendant was surety under the Heard Act, 28 
Stat. 278 (1894), as amended, 40 U. S. C. § 270 (1934), upon a 
construction contract with the United States. After partial comple- 
tion of the work the contractor filed a petition in bankruptcy. The 
governmental contracting officer terminated the contractor’s right to 
proceed under the contract and immediately notified the surety of his 
action. The latter signified a desire to complete the contract but in- 
sisted that partial payments as stipulated in the contract be contin- 
ued. The contracting officer stated that partial payments would not 
be allowed, contending that a decision of the Comptroller General 
prevented him from making such payments. Thereupon the surety 
refused to complete the contract and disclaimed all liability under 
the bond, contending that the government had breached the contract. 
The United States sued to recover the excess costs incurred in com- 
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pleting the work. Held, that the agent had no authority to refuse 
partial payments and therefore his act, not being binding upon the 
government, could not serve as a breach of contract by the government 
and the surety was liable on his bond. Continental Casualty Co. v. 
United States, 113 F. (2d) 284 (C. C. A. 5th, 1940). 


In the case of private persons as contracting parties, the statement 
by one person or his duly authorized agent that a part or all of the 
obligations due on his side of the contract will not be performed is 
an anticipatory breach and will serve as a legal excuse of the return 
performance. Roehm v. Horst, 178 U. S. 1, 20 Sup. Ct. 780, 44 
L. ed. 953 (1900) ; Hochster v. De La Tour, 2 El. & Bl. 678 (Q. B. 
1852) ; RESTATEMENT, Contracts (1932) § 318. A private agent 
acting within the implied or apparent scope of his authority subjects 
his principal to liability for such acts even where they are in violation 
of specific instructions or express authority. RESTATEMENT, AGENCY 
(1933) § 140. Therefore, a private agent entrusted with the duty of 
performance of a contract on behalf of his principal would subject 
his principal to the consequences of an anticipatory breach of that 
contract even where the agent acts in excess of his actual authority. 
Said v. Butt, [1920] 3 K. B. 497; RestateMENT, AGENcy (1933) 
§ 162. The principle that the unauthorized acts of a public agent, 
however, do not bind the government was announced as early as 
1813 in Lee v. Munroe, 7 Cranch 366, 3 L. ed. 373 (U. S. 1813), 
and has since become a fundamental precept in cases involving the 
question of agency where the government is the principal. Pierce v. 
United States (“The Floyd Acceptances”), 7 Wall. 666, 19 L. ed. 
169 (U. S. 1869); Whiteside v. United States, 93 U. S. 247, 23 
L. ed. 882 (1876) ; Hawkins v. United States, 96 U. S. 689, 24 L. ed. 
607 (1877); Camp v. United States, 113 U. S. 648, 5 Sup. Ct. 
687, 28 L. ed. 1081 (1885); Jacob Reed’s Sons v. United States, 
273 U. S. 200, 47 Sup. Ct. 339, 71 L. ed. 608 (1927); Yuhasz v. 
United States, 109 F. (2d) 467 (C. C. A. 7th, 1940). Furthermore, 
all persons dealing with the government and the courts are charge- 
able with notice of the extent of the agent’s authority. Whiteside v. 
United States, supra, at 257; Hawkins v. United States, supra, at 
691; Sutton v. United States, 256 U. S. 575, 579, 4 Sup. Ct. 563, 
565, 65 L. ed. 1099, 1102 (1921); see Maguire, Consideration and 
Contracts with the United States (1924) 6 ILL. L. Q. 147; and see 
Grismore, Contracts with the United States (1924) 22 Micn. L. 
Rev. 749. These doctrines are based upon public policy and are not 
confined to cases where the Federal government is involved but are 
equally applicable to the acts of an agent of a state, county, or munic- 
ipality. Ft. Worth Cavalry Club, Inc. v. Sheppard, 125 Tex. 339, 
83 S. W. (2d) 660 (1935); Wood v. Puritan Chemical Co., 178 Ga. 
229, 172 S. E. 557 (1934) ; McHenry v. City of Lawrence, 295 Mass. 
119, 3 N. E. (2d) 262 (1936). The lack of authority in an agent of 
the government has often been set up as a defense to show that there 
was no contract with the government upon which a claim could be 
based but the application of the doctrine, as in the instant case, to 
disprove the breach of an existing contract is somewhat unusual. 
There does not appear to be any valid objection, however, to such an 
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application of the doctrine as the necessity for protecting the public 
interest is equally as great in this situation. 

Without going into the question of whether or not a decision of 
the Comptroller General or of his predecessor, the Comptroller of 
the Treasury, may be considered as authority by which an agent of 
the Federal government must abide it should be noted that the con- 
tracting officer in this case cited as his authority for refusing to make 
partial payments 4 Comptroller General’s Decisions 611, which the 
court quite properly held was inapplicable (relates to pay of an 
enlisted man in the Navy). Apparently he intended to cite 4 Comp. 
Dec. 611 (1898) (i. e., Comptroller of the Treasury). Even so this 
decision also would seem to be improperly applied if the amount due 
the original contractor could have been determined and it usually can 
be in the type of contract in question (levee construction). See 6 
Comp. Dec. 62 (1899); 16 Comp. Dec. 351 (1909); 5 Comp. Gen. 
995, 998 (1926). 

It appears that the surety should have examined the decision which 
was cited by the contracting officer and thereby discovered for himself 
that the agent was acting without authority. R. A. S. 
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EvIDENCE BEFORE INTERNATIONAL TRIBUNALS. By Durward C. 
Sandifer. Chicago: The Foundation Press, Inc. 1939. Pp. xii, 
443. $10.00. 


The author has produced the first comprehensive study of the sub- 
ject in English. The work is divided into ten chapters, and follows 
a logical outline in its development. The first chapter contains an 
inquiry into the nature and sources of the rules of evidence. This he 
finds, not only in the compromis and the regulations of the tribunal, 
but in customary law. In the concluding chapter, this subject is again 
taken up in considering the influence of the Anglo-American common 
law and of the civil law upon international arbitral procedure. 

The second chapter covers the order and time of the submission of 
evidence, and chapters 3 and 4, the production and admission of evi- 
dence. The discussion under this topic includes the subject of the 
burden of proof. In this connection, an important distinction exists 
between proceedings in which the pleadings are filed simultaneously 
and those in which they are filed successively by the parties. The 
latter procedure, which is more logical, corresponds to the practice in 
common law courts. Under the subject of documentary evidence 
(chapter V), the author discusses the subject of affidavits. Here 
again a difference is noted in the procedure of countries where the 
Civil law prevails, and the Anglo-American practice is followed. The 
tendency to dispense with oral testimony, however, has been perhaps 
the chief factor in bringing about the use of affidavits, particularly in 
connection with the work of claims commissions. The subject of 
testimonial evidence is treated in the following chapter. While pro- 
vision is often made in arbitral agreements for the taking of testimony, 
the power to do so appears to be seldom exercised by international 
tribunals, and little procedural law has been developed in consequence. 
This may also be due to the influence of civil law countries. 

The matter of rehearings and revision of awards is one relating 
more to the powers of the tribunal than to the laws of evidence. Pro- 
vision should be made in the Convention establishing the tribunal, 
with regard to the authority of the tribunal in respect to these sub- 
jects. The author discusses several specific instances where rehear- 
ings have been granted on the basis of newly discovered evidence. The 
most recent instance in which this has been done is that of the Sab- 
otage cases before the United States-German Mixed Claims Com- 
mission. These cases have involved both rehearing and revision of 
the decision of the tribunal, and the question of fraud has played a 
controlling part, as has been shown by the history of the proceedings 
subsequent to the publication of the book. 

In this final chapter, the author discusses the influence of the civil 
law, both upon ad hoc arbitral tribunals and upon the procedure of 
the Permanent Court of International Justice. The Statute and Rules 
of the latter, he concludes, bear the clear impress of the influence of 
civil law procedure. It is also evident that tribunals constituted by 
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